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To  the  Speaker  and  Meinbers  of  the  Asse?nbly 

Your  Interim  Committee  on  Ways  and  Means  in  accordance 
with  your  instructions  herewith  respectfully  submits  a  report  on 
tourist  trade. 

Due  to  the  requirement  for  detailed  economic  information 
and  analysis  of  the  extensive  literature  in  the  field  of  tourist 
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Mr.  Baxter  as  consultant  for  the  firm  in  this  study. 
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the  study  and  at  the  public  hearings  held  by  the  subcommittee. 
The  committee  expresses  its  appreciation  to  the  w  itncsses  whose 
testimony  contributed  to  a  better  understanding  of  the  problems 
and  needs  of  this  important  Cahfornia  industry. 
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INTRODUCTION 


Tourist  have  been  coming  to  California  since  the  gold  rush 
of  '49.  Today  they  come  from  every  state  in  the  nation  and 
from  every  nation  in  the  world.  There  is  every  reason  to  believe 
that  they  will  continue  to  come  to  enjoy  the  beauty  and  variety 
of  California. 

Mr.  Voit  Gilmore,  Director  of  the  United  States  Travel 
Service,  in  a  speech  in  San  Francisco,  mentioned  some  of  the 
reasons  the  tourists  come  to  California:' 

"It's  a  vacation  land,  big  and  varied  beyond  imagination  of  most 
Americans.  With  840  miles  of  coastline  .  .  .  more  than  two  French 
Rivicras  .  .  .  more  majestic  forests  than  two  Germanys.  .  .  .  Yours 
is  a  state  of  boundless  natural  wonders  .  .  .  towering  redwoods 
.  .  .  giant  Mount  Whitney  ...  the  breathtaking  waterfalls  of  Yo- 
semite  ...  and  the  long  rich  valley  that  plays  so  substantial  a  part 
in  feeding  our  nation.  You  have  manmade  wonders  too  .  .  .  the 
Golden  Gate  ...  the  most  intricate  modern  highway  system  in 
the  world." 


'Voir  Gilmore,  Director,  United   States  Travel   Service.  Speech  to   USTS  Con- 
ference, San  Francisco,  August  16,   1962. 


To  serve  the  tourists  traveling  in  California  an  industry  has 
grown  up  over  the  years.  Today  this  industry  is  a  major  factor 
in  the  economy  of  the  State. 

The  concern  for  the  economic  health  of  this  industry 
prompted  the  Assembly  Interim  Committee  on  Ways  and 
Means  to  undertake  an  evaluation  of  the  current  trends  and 
future  growth  of  tourist  trade  m  California. 

To  accomplish  this  study  the  Subcommittee  on  Tourist  Trade 
was  established.  The  subcommittee  has  held  five  public  hearings 
and  two  field  trips. 

To  assist  the  subcommittee  and  its  staff  in  the  evaluation  of 
economic  data  and  to  provide  for  the  analysis  of  previous 
research  the  consulting  firm  of  Alfred  W.  Baxter,  Jr.,  and 
Associates  was  retained. 

This  report  of  the  findings  of  the  subcommittee  and  the 
research  conducted  by  the  consultants  and  the  staff  was  prepared 
for  the  committee  by  Baxter  Associates. 

Lee  Nichols,  Project  Director 

Alfred  W.  Baxter,  Jr.,  and  Associates 


SECTION  I.  THE  TOURIST  BUSINESS 
IS  BIG  BUSINESS 


SECTION  I.  THE  TOURIST  BUSINESS  IS  BIG  BUSINESS 


SUMMARY 

Tourism,  the  visitor  industry,  is  big  business  in  California  but 
it  is  impossible  to  say  precisely  how  big  since  there  are  no 
reliable  figures  on  the  numbers  of  visitors  or  their  expenditures. 

The  visitor  industry  is  good  business  for  any  area  of  the  state 
since  the  dollars  spent  by  the  visitors  travel  fast  through  the 
economy,  and  the  visitors  do  not  remain  in  the  area  to  demand 
the  more  expensive  tax  supported  services. 

To  illustrate  the  importance  of  tourist  trade  in  California  it 
would  be  proper  to  begin  with  an  estimate  of  the  number  of 
"tourists"  who  travel  in  California  each  year. 

However,  it  is  impossible  to  provide  a  figure  which  reflects 
accurately  the  number  of  travelers  in  California  because: 

(1)  There  is  no  commonly  accepted  definition  of  what  a  tourist  is, 
and 

(2)  There  is  no  agency,  organization  or  association  which  regularly 
counts  tourists,  however  defined,  in  a  reliable  way. 

DEFINITIONS 

To  resolve  the  problem  of  definition  this  report  adopts  the 
definitions  proposed  by  the  Western  Council  for  Travel  Re- 
search;" 

"1.   Visitor— li  person  entering  a  specific  model  for  any  purpose  whose 
permanent  residence  lies  outside  of  the  model. 

2.  Model-my  kind  of  an  area  whether  state,  regional,  county  or 

local." 
In  addition  the  word  t02irist  is  used  in  this  report  to  refer  to 
those  visitors  who  are  traveling  in  California  primarily  for 
pleasure. 

'Western  Council  for  Travel  Research,  Vol.  I,  No.  1,  May  1,  1962,  p.  2. 


Thus  the  visitor  industry  includes  all  nonresident  hotels, 
motels,  commercial  recreation  facilities  as  well  as  the  portion 
of  the  restaurant,  retail  sales,  transportation  and  personal  service 
industry  deriving  significant  support  from  visitors. 

On  the  other  hand,  the  tourist  industry  refers  only  to  those 
services  and  sales  provided  by  business  primarily  serving  vaca- 
tion or  pleasure  visitors. 

It  is  useful  to  make  these  distinctions  since  the  facilities  and 
services  required  by  the  tourist  are  not  required  by  all  visitors 
and  because  vacation  and  pleasure  visitors  respond  more  readily 
to  promotion  efforts  than  do  other  types  of  visitors. 

COUNTING 

In  California  today  the  only  organization  or  agency  regularly 
attempting  any  counting  and  tabulating  of  visitors  is  the  Bureau 
of  Plant  Quarantine  of  the  State  Department  of  Agriculture. 

The  Bureau  maintains  18  border  inspection  stations  at  which 
every  vehicle  entering  California  is  enumerated  either  visually  or 
by  automatic  counter. 

In  addition  to  counting  vehicles  a  special  repon  is  compiled 
each  month  on  the  out-of-state  arrivals.  This  report  is  prepared 
to  satisfy  the  request  of  the  regional  travel  promotion  organiza- 
tions. 

Inspectors  at  the  stations  are  required  to  list  all  "foreign" 
cars,  i.e.,  those  w'lxh  out-of-state  license  plates,  during  three 
consecutive  days  each  month. 

The  period  of  the  special  three  day  report  is  determined  by 
the  bureau  and  apparently  no  special  effort  is  made  to  assure 
the  randomness  of  the  report  periods. 


The  Border  Inspection  Stations  use  the  following  definitions 
in  instructions  to  the  enumerators:' 

"2.  By  casual  conversation  inquire  the  purpose  of  tiie  trip  to  Califor- 
nia—list number  of  parties  (cars)  in  appropriate  column  according 
to  the  following  designations. 

a.  Party  is  coming  on  vacation  to  visit  relatives,  teachers,  student, 
etc.. 

b.  Party  is  coming  on  business  trip  only. 

c.  Party  is  combining  business  with  pleasure.  (Include  military.) 

d.  Party  is  coming  to  .seek  employment. 

e.  Party  is  moving  to  California  to  live.  (Do  NOT  list  same  party 
under  BOTH  d  and  e.) 

f.  Locals— (For  stations  using  traffic  counters.)" 

The  numbers  produced  by  this  periodic  visual  count  made 
by  the  agency  of  state  government  produces  the  only  "raw" 
figures  available  on  the  size  of  the  visitor  and  tourist  population 
in  California. 

Various  organizations  receive  visitor  count  data  directly  from 
the  Bureau  of  Plant  Quarantine  or  indirectly  from  one  of  the 
regional  tourist  promotion  organizations  and  make  efforts  to 
interpret  these  totals.* 

The  California  State  Chamber  of  Commerce  has,  in  the  past, 
received  reports  from  two  of  the  regional  promotion  organiza- 
tions, the  All  Year  Club  of  Southern  California  and  Californians, 
Inc.,  and  has  attempted  to  combine  these  figures  to  provide  state- 
wide totals. 

The  collection  of  basic  data  by  the  State,  interpretation  by  the 
regional  promotion  organizations  and  recombination  by  the 
Chamber  of  Commerce  produces  the  following  tabulation: 

'Bureau  of  Plant  Quarantine,  Department  of  .'\griculture.  Special  Instructions. 
*See  Appendix  A. 


PRINCIPAL  CHANNELS  OF  VISITORS'  TRADE  EXPENDITURES 


mo 

(000) 

1961 
(000) 

Visitor 
1961 

Percent  of 
total  1961 

Retail  trade 

Food  stores.  e;uin^'  and  drinking  places 

Other  stores  and  shops  „ _ 

Service  stations,  garages,  auto  supplies 

-i|i,6  2l 

22^.11! 
169,895 
114,615 
278,245 
183,939 
94,306 
46,403 
82,711 

S^o~,2'""" 
226.6112 
167,675 
113,000 
274,329 
181,710 
92,620 
45,309 
80,938 
$907,854 

;'J6 
43 
32 
21 
52 
34 
17 
9 
15 
S17I 

57 
25 
19 
12 
50 

Hotels,  morels,  other   lodging 

Recreation  and  amusement 

Personal  and  professional  services 

20 
10 

5 

9 

Totals - 

$920,980 

100 

Source:  Combined  estimates  by  All  Year  Club  of  Southern  California  and  Cali- 
fornians, Inc. 

Analysis  of  visitors'  e.xpenditures  in  the  following  table  indicates  that, 
while  the  number  of  out-of-state  visitors  increased  more  than  25  percent 
in  the  last  10  years,  reduction  in  their  average  length  of  stay  and  changes 
in  their  pattern  of  expenditures  brought  about  a  reduction  in  the  average 
expenditure  per  vi.sitor,  from  $188  in  1951  to  $154  in  1958.  The  last 
three  years,  however,  have  shown  a  substantial  increase  over  1954. 


VISITORS 

AND  THEIR  EXPENDITURES  IN  CALIFORNIA 

Southern 

California ' 

Northern  California ' 

Californii 

-Total' 

: 

Expeyidi- 

Expendi- 

Expendi- 

Visitors 

tures 

Visitors 

tures 

Visitors 

tures 

(thou- 

(thou- 

(thou- 

(thou- 

(thou- 

(thou- 

Per 

Year 

sands) 

sandsi 

sands) 

sands) 

sands) 

sands) 

visitot 

1929 

N«5 

Sn6,X67 

5s  .^ 

sr,65i 

"1" 

slv-I.M" 

-  >Sr, 

1950 

866 

235,124 

5211 

if, 46" 

KK" 

26S,>'J2 

!{)! 

1935 

1,207 

155,763 

1,045 

66,687 

1,444 

222.450 

155 

1940 

1,602 

183,384 

1,545 

61,455 

1,860 

244,819 

132 

1946 

2,945 

509,926 

1,596 

82,789 

5,124 

592,715 

190 

1950 

2,674 

424,247 

1,606 

155,922 

2,968 

560,168 

189 

1951 

3,069 

473,957 

1,841 

151,552 

5,550 

625,489 

188 

1952 

3,583 

484,607 

2,047 

168,522 

4,191 

655,128 

156 

1953 

3,945 

609,519 

2,144 

162,514 

4,554 

771,855 

178 

1954 

3,875 

529,738 

2,154 

162,615 

4,270 

692,555 

162 

1955 

4,003 

565,955 

2,305 

170,764 

4,414 

754,719 

166 

1956 

4,291 

594,751 

2,452 

180,307 

4,752 

775,058 

164 

1957 

4,563 

608,775 

2,297 

178,516 

4,765 

787,289 

165 

1958 

4,140 

555,797 

2,192 

164,375 

4,557 

700,172 

154 

1959 

4,435 

644,754 

2,586 

195,228 

4,877 

839,982 

172 

1960 

4,747 

715,041 

2,518 

205^939 

5,225 

920,980 

176 

1961 

4,818 

694,789 

2,590 

213,065 

5,505 

907,854 

171 

Sources  '  t.stimates  by  All  Year  Club  of  Southern  California.  Data  through   1940 
are  for  year  ended  October  31,  and   for  194<S-1958  for  year  ended 
August  51. 
'ICstimates  by  Californians,  Inc.,  for  the  calendar  year. 

April  1962 
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The  plight  of  California  with  regard  to  data  collection  and 
•eport  of  the  numbers  of  visitors,  it  should  be  noted,  is  not 
inique.  Professor  L.  W.  Cassady  of  the  University  of  Arizona 
lotes:^ 

"Unlike  many  lines  of  business  featuring  a  wide  variety  of  sta- 
tistical information  gleaned  from  government  and  trade  sources, 
tourism  is  notorious  for  its  lack  of  economic  data." 

The  delegates  to  the  1960  annual  business  meeting  of  the 
National  Association  of  Travel  Organizations  heard  a  similar 
point  made  by  their  research  committee  chairman:" 

'Travel  folks  all  over  the  country  are  ready  to  work  out  some 
way  of  setting  up  standards  in  travel  research  that  will  permit  some 
comparisons  between  different  states  and  areas  as  well  as  establish 
some  facts  that  can  give  a  more  accurate  picture  of  the  national  .  .  . 
(travel)   .  .  .  situation." 


ESTIMATES  OF  VOLUME 

In  spite  of  these,  and  many  other,  reflections  on  the  inaccu- 
racy, unreliability  and  incomparability  of  basic  data  in  the  field 
it  is  still  possible  to  assert  that  the  visitor  business  in  California 
is  big  business. 

The  State  Chamber  of  Commerce  estimates  that  tourists  from 
out  of  State  spent  |908  million  in  California  in  1961.' 

'University  of  Arizona,  Arizona  Econcmiic  Report-l95i,  Special  Studies  No.  7, 
p.  81. 

'Report  of  the  Committee  on  Research  to  the  Annual  Business  Meeting  of  the 
National  Association  of  Travel  Organizations,  Virginia  Beach,  Virginia,  Sep- 
tember 27,  I960. 

'California  State  Chamber  of  Commerce,  Economic  Survey  Series,  1961  "Tourist 
Visitors  and  Their  Expenditures  in  California." 


The  San  Diego  Convention  and  Tourist  Bureau  reports  that 
visitors  to  San  Diego  County  spent  $162  million  in  1961." 

The  Division  of  Highways  of  the  Department  of  Public 
Works  estimate  that  pleasure  drivers  contributed  $93  million  in 
gasoline  taxes  in  1961.' 

TOURIST  VISITORS  AND  THEIR  EXPENDITURES 
IN  CALIFORNIA,   1929-1961 

Nov.  18,  1962 

The  number  of  out-of-state  residents  who  visited  California 
as  tourists  during  1961  totaled  5,303  thousand,  according  to  esti- 
mates by  principal  travel  promotion  agencies.  Their  retail  trade 
and  service  expenditures  were  estimated  to  amount  to  $908 
million  during  that  year. 

In  1961,  hotels,  motels,  resorts  and  tourist  camps  in  California 
employed  56,373  people.'" 

Perhaps  the  best  indicator  of  the  importance  of  the  visitor  in- 
dustry is  the  income  from  hotel  and  motel  room  sales.  The  State 
Department  of  Finance  projection  from  the  1958  Special  Censtis 
of  Business  indicates  that  S307  million  was  spent  for  lodgings  in 
1961."  This  figure  reflects  only  expenditures  by  nonresident 
guests  who  are,  by  definition,  visitors. 

By  all  of  these  measures  available  today  it  can  be  concluded 
that  the  visitor  industry  contributes  significantly  to  the  total 
economic  \\-ellbeing  of  California  and  probably  ranks  third  after 
manufacturing  and  agriculttire  as  a  source  of  income. 

'  San  Diego  County  Visitor  Industr>-,  a  special  report  to  members  of  the  San  Diego 
Convention  and  Tourist  Bureau  on  success  of  the  San  Diego  Countj-  Visitor 
Industry  in  1961. 

"Calculation  based  on  Division  of  Highways  Report,  1958,  p.  10. 

■"Department  of  Emplo\-ment,  Special  Report  127A,  No.  478.  June  26.  1962. 

"  Special  projection  rendered  by  the  Department  of  Finance. 

11 


FUTURE  TRENDS 

Tourism  depends  on  the  availability  of  leisure  and  Americans 
have  more  leisure  today  than  ever  before  with  the  prospect  of 
still  more  to  come. 

Between  1948  and  1960  the  number  of  full  weeks  of  vacation 
enjoyed  by  Americans  increased  by  more  than  50  percent.'^ 
The  total  hours  of  paid  leisure  have  increased  since  1940  by 
155  hours  "  and  with  the  decline  in  time  on  the  job  both  pro- 
ductivity and  pay  have  remained  high. 

In  commenting  on  future  trends  the  Bureau  of  Labor  Statistics 
notes: '^ 

"One  new  factor  is  the  form  which  the  demands  for  leisure  time 
are  likely  to  take.  The  relatively  slight  decline  in  average  hours  in 
work  in  recent  years  has  been  accompanied  bv  a  greater  interest  in 
more  extended  paid  vacations  and  a  greater  number  of  paid  holidays. 
Providing  a  greater  number  of  days  off  seems  likely  to  continue  to 
receive  greater  emphasis  than  reducing  the  time  spent  each  day  at 
work." 

From  the  point  of  view  of  the  tourist  industry  this  trend  is 
promising.  A  worker  with  an  extra  twenty  minutes  leisure  per 
day  may  take  up  a  hobby,  but  a  worker  with  an  e.xtra  week's 
vacation  is  more  apt  to  take  a  trip. 

A  summary  of  the  trends  in  leisure  time  was  contained  in  the 
recent  report  to  President  Kennedy  by  the  Outdoor  Recreation 
Resources  Revie\<'  Commission:''' 

"With  a  projected  annual  growth  rate  of  gross  national  product 
of  .^.5  percent,  dispo,sable  consumer  income  is  expected  to  rise  from 
$354  billion  in  1960  to  $706  billion  by  1976  and  to  $1,437  billion 
by  2000.  People  will  have  more  free  time.  Bv  1976  it  is  estimated 
that  the  standard  scheduled  workweek  will  average  36  hours  for 
the  entire  industrial  work  force  versus  39  hours  in  1960. 


'"Bureau  of  I.alior  Statistics,  Monthly  Labor  Review,  Dcpannient  of  Labor,  March 
1962,  p.  2W  and  ff. 

"Ibid,  p.  256. 

"IhiJ,  p.  257. 

"  Outdoor  Recreation  for  America,  Report  to  the  President  and  to  the  Congress  by 
the  Outdoor  Recreation  Resources  Review  Commission.  January  1962,  Washing- 
ton, n.C,  p.  30. 


"The  forecasts  for  travel  suggest  an  enormous  expansion.  In  air 
travel,  for  example,  some  30  billion  passenger  miles  were  flown  by 
domestic  carriers  in  1960;  by  1976  the  figure  may  reach  l.'iO  billion 
and  by  2000  it  could  go  as  high  as  325  billion.  The  number  of 
passenger  cars  is  projected  at  100  million  by  1976— an  increase  of 
nearly  80  percent  above  the  number  registered  in  1959,  and  bv  2000 
the  number  is  expected  to  grow  as  much  again." 

While  it  is  patent  that  the  trends  toward  increased  discre- 
tionary income  and  time  cannot  continue  forever  there  is  not, 
at  present,  a  way  of  determining  when  the  maximum  levels  will 
be  reached. 

It  is  equally  clear  that  no  actual  or  theoretical  limit  has  been 
reached  in  the  United  States.  The  Bureau  of  Labor  Statistics 
points  out  that  increased  leisure  has  not  come  at  the  expense  of 
productivity:'" 

"BLS  estimates  of  output  per  man-hour  would  indicate  that  to 
produce  the  1960  output  with  the  1940  productivity  would  have 
required  an  additional  1,447  hours  of  working  time— or  71  percent 
more  for  each  employed  member  of  the  1960  labor  force." 

If  the  increased  leisure  time  is,  in  fact,  to  be  spent  on  travel, 
the  transportation,  hotel  and  resort  industries  must  be  prepared 
to  promote  tourism  in  competition  with  all  other  demands  on 
the  free  time  of  Americans. 


VISITOR  DOLLARS 

The  spending  of  money  has  been  the  aspect  of  the  visitor  in- 
dustry that  has  received  the  most  attention  in  the  studies.  Nearly 
every  inquiry  to  date  has  sought  to  find  out  how  the  visitors  and 
tourists  spend  their  money  while  away  from  home.  Although 
nuich  of  the  research  that  has  been  conducted  focuses  on  par- 
ticular areas  there  has  been  a  high  degree  of  uniformity  in  the 
results. 


'  Bureau  of  Labor  Statistics,  Monthly  Labor  Review,  Department  of  Labor,  March 
1962,  p.  256. 
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An  analysis  of  nine  studies  of  tourist  expenditures  indicates 
that  an  average  of  2K  cents  of  each  dollar  is  spent  by  the  tourist 
for  food,  23  cents  for  lodging,  15  cents  for  transportation,  15 
ceats  on  retail  purchases,  10  cents  for  entertainment  and  9  cents 
for  utilities,  personal  services  of  doctors,  barbers  and  others. 

THE  TOURIST  DOLLAR 


SOURCE 

SEE  TABULATION 


Whatever  the  specific  division  of  visitor  and  tourist  dollars 
in  a  particular  area  may  be,  these  dollars  move  quickly  and 
widely  throughout  the  economy.  The  "speed"  at  which  a  dol- 
lar moves  or  the  number  of  times  the  dollar  changes  hands  is 
referred  to  as  the  niidtlplier  theory. 


In  considering  the  multiplier  one  should  keep  in  mind  that 
a  dollar  is  an  expenditure  for  the  person  who  spends  it  and 
income  to  the  person  who  receives  it.  A  dollar  which  is  not 
spent  does  not  create  income  for  anyone.  The  larger  the  ratio 
of  dollars  spent  to  dollars  received  in  any  period  of  time  the 
larger  are  the  incomes  in  this  period  and  in  all  subsequent  periods 
of  time. 

For  example,  if  out  of  one  dollar  received  this  week,  90  cents, 
or  nine -tenths,  is  spent  this  same  week  and  nine-tenths  of  the 
remaining  10  cents  is  spent  the  following  week  and  the  process 
repeated  in  the  following  weeks,  eventually  $10  of  income  will 
have  been  generated  by  the  $1.  More  than  half  of  the  total 
income,  or  S5.13,  will  have  been  generated  in  the  first  eight 
weeks. 

If  only  70  cents,  or  seven-tenths,  of  the  original  dollar  had 
been  spent  the  first  week,  and  seven-tenths  each  subsequent 
week,  only  $3.33  would  have  been  generated. 

Thus  the  speed  at  which  a  dollar  is  spent  has  an  effect  on 
the  economy,  and  this  is  what  is  referred  to  as  the  multiplier 
effect  because  the  total  income  over  time  is  a  multiple  of  the 
initial  expenditure. 

Many  factors  affect  the  rate  at  ^^-hich  income  is  spent.  Those 
in  high  income  groups  can,  and  do,  hold  their  money  longer 
between  receipt  and  expenditure.  Industries  with  low  ratio  of 
labor  costs  to  equipment  costs  spend  their  income  more  slowly 
than  do  industries  with  higher  labor  costs. 

All  of  these  factors  demonstrate  that  the  visitor  and  tourist 
dollars  have  a  high  multiplier  because  they  nearly  all  get  spent, 
and  the_\'  get  spent  in  such  \\a>-s  that  a  large  fraction  of  the  dol- 
lars are  spent  again  very  quickh". 

Twenty-three  percent  of  the  tourist  dollar,  as  has  been  noted, 
is  spent  for  lodging  and  28  percent  for  food.  Hotels  and  restau- 
rants spend  about  75  percent  of  their  receipts  for  labor  and  these 
employees  are  in  the  lower  income  groups  and  hence  spend  most 
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THE  TOURIST  DOLLAR 


Source 


Percent 
food 


A.  A.  A.,   1960-61, 
Tourist"  


"Profile  of  the  American 


Monterey    County    Planning    Commission— 1960 
special  report 


California  State  Chamber  of  Commerce,  "Eco- 
nomic   Survey,"    by    Research    Department, 

1958-59  

Same,  1961 . 


Washington    State    Department    of    Commerce, 
"Nonresident  Travel,  1959-60" 


University  of  Tennessee,  Bureau  of  Business  Re 
search,  "Estimating  Tennessee's  Tourist  Busi 
ness,"  1955  „ 


Wisconsin   Department   of   Resource   Develop- 
ment—1961 


Califomian's  Inc.,  as  reported  in  American  Con 
vention  and  Travel  lnstitute-1961 . 

All  Year  Club  of  Southern  Cahfornia,  1955 

Same,  1961  


Checchi  and  Co.,  in  United  States  Department  of 
Commerce,  "The  Future  of  Tourism  in  the 
Pacific  Far  East,  1961" 


Averages 


36 


25 

25 


34 


30 


26.7 

25.5 
2  3 


28.1 


Percent 
lodging 


33 


24 


20 
20 


19 


22 

20.5 

19 


22.7 


Percent 
travel 


24 


Percent 
retail  purchases 


12 
12 


28 


22 


9.6 


12 

11.3 

12 


15.2 


19 


19 
19 


Percent 
recreation 


[24] 


17.9 

17.7 
13 


25 


15.9 


10 


10 
10 


10 


7.4 


7.6 
10 
II 


10 


Percent 
iniscel- 
laneous 


17 


16 


14 


Remarks 


] 


9.4  (8.7) 


It  appears  retail  sales  and  recreation  hav 
been  lumped  with  general  heading  totab 

Miscellaneous  includes  liquor.  Travel  is  lo\ 
due  to  heavy  intrastate  travel  to  Mon 
terey. 

No  miscellaneous  shown. 
These  figures  show  amazing  correlation  ti 
1958  figure. 

Recreation  and  retail  sales  combined  ii 
Washington  study. 


Note:  No  report  of  retail  sales;  however,  i 
appears  to  have  been  combined  with  food 


Note:  Travel  to  the  distant  Pacific  areas  i 
not  included.  Travel  only  records  loca 
transportation  in  an  area. 
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)f  their  wages  within  the  week  in  which  they  receive  their  pay- 
checks.'' 

It  is  also  evident  that  most  of  the  expenditures  made  by  visitors 
are  for  goods  and  services  produced  in  CaHfornia.  Therefore 
less  of  their  contributed  money  leaves  the  State  to  pay  for  goods 
and  raw  materials  produced  in  other  states. 

Importantly  the  visitor  dollar  reaches  into  nearly  every  seg- 
ment of  the  economy.  Thus  wholesale  grocery  sales  in  an  area 
with  a  "tourist  boom"  may  benefit  rapidly  but  the  gypsum 
mine  in  Trona  will  also  benefit  as  their  product  is  consumed  by 
contractors  building  more  hotel  and  motel  rooms. 

Most  writers  on  the  visitor  industry  have  noted  that  this  is  a 
"smokeless  industry."  By  this  phrase  they  mean,  of  course,  there 
is  less  pollution  of  natural  resources  by  this  industry  than  b>- 
heavy  manufacturing  or  mining. 

While  it  is  true  that  the  tourist  services  do  not  belch  black 
smoke  into  the  atmosphere,  it  should  be  pointed  out  that  litter 
along  the  highways  and  in  natural  areas  is  a  pollutant  and  that 
the  cost  of  removing  this  pollutant  should  be  included  in  the 
balance  sheet  of  tourist  trade.  This  cost  of  removing  litter  will, 
presumably,  be  paid  for  with  tax  money. 

It  is  in  relationship  to  the  ratio  of  tax  revenue  to  tax  demands, 
however,  that  the  visitor  dollar  is  most  clearly  distinguished 
from  other  income  dollars  in  an  area.  In  brief  a  visitor,  by  defini- 


^The  theor>'  for  tlie  multiplier  is: 
c  is  consumption,  y  is  income. 
K  is  the  constant  or  multiplier 
AC 


K  =- 


Ac 

"Ay 


and  —  is  the  marginal  propensity  to  consume,  that  is,  fraction  of  income  spent 
Ay 
on  consumption. 


tion,  is  one  w  ho  docs  not  remain  in  the  area  to  rctjuire  those  tax 
supported  services  provided  for  residents. 

This  point  is  most  clearly  demonstrated  with  reference  to  edu- 
cation. 

The  location  of  a  plant  within  an  area  will  produce  payroll 
beneficial  to  the  area  but  will  create  demands  for  education  of 
the  children  of  the  workers,  police,  fire  and  service  facilities  for 
the  homes  of  the  employees. 

The  location  of  a  tourist  industry  in  the  same  area  with  the 
same  annual  income  to  the  local  business  will  provide  greater 
incomes  due  to  the  effect  of  the  multiplier  and  will  require  no 
increased  expenditure  for  education  and  a  smaller  increase  in 
demands  for  new  fire,  police  and  service  facilities. 

A  local  government  faced  with  zoning  questions  relating  to 
protection  of  tourist  attractions  is  well  advised  to  keep  this  view 
in  mind. 

CONCLUSION 

•  Because  California  docs  not  count  its  visitors  we  cannot 
know  how  big  the  visitor  industry  is. 

•  Estimates  from  man>-  sources  indicate  that  the  phrase 
"billion  dollar  business"  is  legitimately  applied  to  the 
visitor  industry. 

•  Visitor  dollars  move  fast  throughout  the  economy  and  the 
visitor  who  spends  these  dollars  makes  fewer  demands  on 
tax  supported  services  than  do  resident  workers. 
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SECTION  II.  ATTRACTING  VISITORS 


} 


SECTION  II.  ATTRACTING  VISITORS 


SUMMARY 

Tourism  can  be  promoted.  Travel  to  Hawaii  increased  5  36.4 
percent  from  1950  to  1960.  Puerto  Rico  increased  its  tourist 
business  234  percent  from  1950  to  1959  following  a  major  ad- 
^•ertising  campaign. 

California  is  the  only  state  in  the  nation  which  spends  no  state 
money  on  promotion. 

California  relies  entirely  on  regional  and  local  promotion  or- 
ganizations which  spent  over  $2  million  of  local  tax  money  in 
1961  on  area  promotion. 

In  1958  the  voters  of  Texas  approved  a  constitutional  amend- 
ment allowing  the  state  to  advertise  to  attract  tourists.  When 
he  signed  the  bill,  Governor  Price  Daniel  said,  "Attracting 
tourists  is  now  just  a  matter  of  cold  competition  with  other 
states." 

It  has  been  noted  repeatedly  that  California  is  the  only  one 
of  the  50  states  which  docs  not  spend  money  to  encourage 
visitors  or  to  develop  tourism. 

Assemblyman  Robert  W.  Crown,  Chairman  of  the  Assembly 
Committee  on  Ways  and  .Means  and  of  the  Subcommittee  on 
Tourist  Trade  noted  this  in  his  opening  remarks  of  the  first 
hearing  of  the  subcommittee: 

"After  examination  of  tourist  programs  of  other  states  in  the 
union,  this  subcommittee  has  determined  that  California  is  the  only 
state-of  50  states- which  does  not,  in  some  manner  aid  tourist  trade. 
For  a  state  which  is  growing  constantl\'  and  which  will-at  the  end 
of  this  \ear— surpass  all  others  in  population  ...  we  cannot  afford 
to  relax  our  efforts  or  become  static." 

Analysis  of  reports  of  the  Council  of  State  Governments 
and  of  State,  Area  and  Coimminity  Adverthiu^  and  Promotional 
Expenditures,  by  the  Research  Department  of  the  Curtis  Pub- 
lishing Company  confirm  Chairman  Crown's  statement.  The 
expenditures  of  state  funds  in  support  of  visitor  attraction  varies 
from  the  high  of  $2,410,504  appropriated  by  Florida  to  a  low 


of  $1,500  appearing  in  the  Indiana  budget  for  "promotional 
literature."  The  taxpayers  of  the  49  states  with  promotional 
activities  spent  over  $28  million  for  this  work  in  the  fiscal  year 
1961-62. 

As  noted  in  the  previous  chapter  the  statistics  in  the  visitor 
industry  make  comparisons  difficult  or  impossible.  However  a 
few  examples  do  exist  where  record  keeping  has  been  sufficiently 
accurate  to  reveal  something  of  the  eiTectivcness  of  promotion. 
The  chief  example  is  that  of  Puerto  Rico. 

Puerto  Rico  spent  $293  thousand  in  1952-53  and  during  that 
period  1 18,401  came  to  Puerto  Rico  as  tourists.  \\'hile  in  Puerto 
Rico  they  spent  over  $17  million.  In  1960-61  the  commonwealth 
spent  $558  thousand  on  promotion  and  343,459  visitors  came 
and  spent  $55  million.  Thus,  while  the  area  increased  its  pro- 
motional expenditures  by  90  percent  during  this  period  the  num- 
ber of  visitors  increased  by  190  percent  and  the  expenditures  by 
the  visitors  increased  by  more  than  250  percent. 

The  example  of  Puerto  Rico,  Hawaii  and  other  states  and 
regions  plus  the  general  increase  in  competition  for  the  tourist 
business  has  resulted  in  a  marked  increase  in  advenising  and  pro- 
motion budgets  in  the  last  few  years.  The  Curtis  report  notes:  '* 

"An  example  of  the  extent  of  competition  which  the  travel  indus- 
try is  encountering  from  other  industries  is  shown  by  the  fact  that 
expenditures  for  tourist  promotion  and  advertising  by  the  state, 
area  and  communitv  organizations  reporting  to  the  Curtis  Publish- 
ing Company  increased^from  510,876,000  in  1953  to  $23,091,000  in 
1960  (up  $12,215,000  during  the  period).'" 

The  Curtis  report  goes  on  to  note  that  this  increase  x\as  in 
line  with  the  increases  in  advertising  and  promotion  of  the 
automobile  and  home  equipment  industries.  The  article  con- 
cludes: 

"The  travel  industry  thus  must  increase  its  selling  and  advertising 
efforts  if  it  is  to  keep  pace  with  the  gro\\th  of  the  nation's  econ- 
omv." 


"Curtis  Hulilisliing  Company.  Travel  Research  Report  Xo.  6S.  p.  I. 


19 


HOW  OTHER  STATES  ATTRACT  TOURISTS 

Selling  travel,  or  more  correcrly,  tourism,  is  a  specialized  field 
of  advertising  and  man\'  competent  practitioners  have  worked 
for  years  developing  techniques  and  devices.  In  (jutlinc,  a  tourist 
must  first  have  a  desire  to  visit  the  location,  second  he  must 
have  time,  third  he  must  have  information  about  facilities  and 
costs  and  finally  the  majority  who  do  visit  must  achieve  their 
objective  and  satisfy  their  desire  since  tourist  trade  depends  on 
continuing  promotion  b\-  those  who  have  already  visited  the 
area. 

Creatuig  the  desire  to  visit  a  particular  state  or  area  within  a 
state  is  clearly  a  function  of  traditional  advertising  techniques. 
Providing  time  to  travel  is  a  function  of  labor  contracts  and 
company-  policy  and  is  not  amenable  to  promotion  or  advertis- 
ing. Providing  information  about  an  area  has  become  the  chief 
function  of  state  and  regional  promotion  (jrganizations.'"  This 
information  may  be  only  a  highway  map  or  may  include  detailed 
brochures  showing  points  of  interest,  hotel,  motel  and  restaurant 
facilities. 

Since  the  tourist  came  to  enjoy  himself  he  will  respond  af- 
firmatively if  the  area  he  visits  corresponds  to  the  promotion 
and  if  the  services  he  requires  arc  available  and  adequate. 

HOW  CALIFORNIA  ATTRACTS  TOURISTS 

(,'alifomia  law  provides  that  the  cities  and  counties  may  levy 
ta.xes  t(j  advertise,  exploit  and  make  known  the  resources  of  the 
cities  and  counties.'"  At  the  rates  authorized  they  could  raise 
appro.\imatcl>-  $2  3  million  dollars  on  current  assessments  of 
property   in   California.-'    In   fact   the   cities   levied   and   spent 

"See  .Appendix   B. 

"Government  Code  Section  26101,  added  Statutes  1947,  Chapter  424,  page  U !6, 
Section  1,  and  Government  Code  Section  432(>(),  added  by  Statutes' I'HV  Chap- 
ter 79,  page  225,  Section   1. 

"Estimate  of  the  Statistical  Section,  Board  of  Kquahzation,  liascd  on  1961  assess- 
ments. 
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$3,810,544  in  1960-61  and  the  counties,  $2,872,198  for  a  total 
of  $6,682,742."  Because  the  cities  of  California  are  not  required 
to  file  budgets  with  the  State  an  analysis  of  expenditures  is  not 
rcadilv  available.  However,  analysis  of  the  county  budgets  in- 
dicates that  $1,799,352 -■■  was  allocated  to  the  five  leading  re- 
gional promotion  organizations  in  the  State. 


REGIONAL  ORGANIZATIONS 

The  development  of  the  regional  promotion  organization 
began  in  California  at  least  41  years  ago  when  the  All  ^'ea^ 
Club  of  Southern  California  was  founded.  In  1931  the  courts 
ruled  that  the  practice  of  cities  and  counties  contracting  with 
Chambers  of  Commerce  to  advertise  was  not  illegal.''  Since 
that  time  the  counties  have  come  to  rcl>-  increasing!)-  on  the 
promotional  work  being  done  b>-  these  organizations.  Todav, 
for  example,  the  11  Southern  California  counties  allocate  58 
percent  of  their  promotion  budgets  to  the  All  ^■ear  Club  of 
Southern  California,  and  this  accounts  for  approximately  95.1% 
of  the  All  Year  Club's  annual  budget. 

An  evaluation  of  the  effectiveness  of  these  expenditures  by 
the  regional  promotion  organizations  is  impo.ssible  since,  as  has 
been  noted  repeatedly,  no  reliable  figures  exist  that  can  be  used 
to  demonstrate  increa.ses  in  numbers  of  visitors,  length  of  stav 
or  expenditures  by  visitors  in  the  area.  The  organizations  them- 
selves make  continuing  efforts  to  determine  the  effect  of  their 
advertising  and  promotion  campaigns,  but  they  cannot  deter- 
mine what  percentages  of  the  totdl  visitor  population  thev  are 
reaching  since  no  one  knows  how  large  that  population  is. 

="  Annual  Report  of  l-inancial  I  ransactions  ConcerninK  Counties  of  California- 
19«l-61.  Alan  Cranston,  C<,nrroller.  and  Annual  Report  of  Financial  Transac- 
tions Concernuig  Cities  of  California-196()-61,  Alan  Cranston,  Contniller. 

-'Staff  analysis  of  budgets  on  file  with  the  Board  of  I  <|ualization. 

■"Sacramento  Chamber  of  Commerce  v.  .Stephens    (19.!!),  299  p.  72H,  212,  C  W)?. 


SELECTED  COUNTY  PROMOTION   BUDGETS 


County 


All  rear  Club 


1.  Los  Angeles 

2.  San  Diego  (note  2) 

3.  Riverside    

4.  Iniperiar  (note  2). 

5.  San  Bernardino 

6.  Kern 

7.  X'entura    .„_ 

8.  Santa  Barbara 


9.  Orange 

10.  Inyo 

1 1.  Mono.  ^ 


SX4.^8.i2 

none 

8,.H)0 

2,000 

5,000 

3,000 

none 
1,.^00  previous 
year,  no  listing 
1962-63  budget 

3,000 

5,000  • 

2,000 

1,000 


TotaLs $951,352  (notel) 


Totjl  aJvcr- 
tisiiifi  budget 


$1,008,871 
272,020 
74,140 
95,263 
77,613 
79,221 
none 


20,000 
25,312 
35,000 
17,250 
13,900 


$1,718,590  (note  3) 


NoTK  1.  The  .Ml  Vear  Club  of  Southern  Califiirnia  reports  its  annual  budget  for 
this  vear  at  Sl.OOO.OOd.  The  contributions  from  the  11  Southern  California  coun- 
ties represent  about  95  percent  of  this  budget.  The  .Ml  Vear  Club  also  receives 
c<intrihutions  from  the  City  of  Los  .-Kngeles  and  from  local  chambers  of  com- 
merce which  arc.  themselves,  recipients  of  tax  funds  from  the  cities  and  counties. 
Thus  it  is  not  possible  to  report  on  what  the  total  tax  fund  receipts  of  the  .\11 
Year  Club  arc  nor  on  how  they  are  distributed. 

Non.  :.  San  Diego  contributes  Slft5,0(X)  to  the  San  Oiego  Convention  Bureau. 
Imperial  contributes  51.00(1  to  the   San   Diego  Convention   Bureau. 

NorE  3.  The  \\\  Vear  Club  receives  5S  percent  of  all  promotion  money  from  these 
1 1  counties. 

•  No  breakdown  of  the  "memberships"'  figure  of  Orange  County  wa,s  available. 
1  he  55,000  of  the  total  of  S55.000  is  a  rough  estimate. 

It  should  be  noted,  however,  that  the  general  level  of  advertis- 
ing bv  the  regional  promotion  organizations  is  high  and  the 
technical  abilitv  of  the  advertising  agencies  representing  these 
organizations  is  respected  in  the  industry. 

The  hearings  of  the  Subcommittee  on  Tourist  Trade  reveal 
onlv  one  criticism  of  the  efforts  of  the  regional  promotion  or- 
ganizations. This  criticism  has  been  called  the  "jigsaw  puzzle" 


effect  or  the  "Balkanization."  .Mr.  Voit  Gilniore.  Director  of 
the  United  States  Travel  Service  focused  on  this  problem  in  his 
address  to  a  regional  conference  of  travel  executives  in  San 

Francisco:'' 

"When  it  comes  to  promoting  a  state,  you  Califomians  really 
have  a  sort  of  embarrassment  of  riches.  Your  state  is  so  diverse,  with 
so  viaiiy  attractions,  so  firjiiy  places  to  visit,  so  7/7Jw_v  things  to  do— 
and  it's  just  simply  so  geographically  big  and  sprawhng-that  no 
one  regional  group,  no  single  interest,  can  possibly  do  a  thorough 
enough  promotion  job." 

iMr.  Gilmore  w  ent  on  to  point  out  that  other  states  are  send- 
ing out  material  in  response  to  inquiries  that  feature  attractions 
all  over  the  state  and  provide  information  about  things  to  do, 
places  to  see,  and  routes  to  take  throughout  the  state. 

This  comment  of  Director  Gilmore  pinpoints  the  problem 
faced  in  California.  Our  state  is  diverse  and  the  regions  are  co?»- 
petitive.  It  is  obvious  that  sheer  distance  requires  that  a  family 
choose  betii-eeu  a  vacation  of  a  week  spent  in  the  Redwood 
Empire  or  one  spent  in  and  around  San  Diego.  It  is  unlikely  that 
thev  will  have  time  and  money  for  both. 

The  regional  promotion  for  San  Diego,  or  for  Southern  Cah- 
fornia,  will  not  include  information  about  places  to  stay  or 
things  to  see  in  the  vicinitv"  of  .Mount  Shasta  in  Siskiyou  Countv". 
Hovvever,  the  Legislature  of  California  must  be  concerned  with 
the  development  of  a  sound  economic  climate  throughout  Cali- 
fornia. 

Other  states,  of  course,  face  similar  though  less  extreme  prob- 
lems of  this  nature.  The  two  coasts  of  Flonda  are  competitive  as 
are  the  individual  cities  along  the  coasts.  In  Florida  35  local  and 
regional  promotion  organizations  operate  competitively  on  an- 


'  Voit  Gilmore.  Director,  United  States  Travel  Service,  speech  to  USTS  Confer- 
ence. San  Ftancisco,  .\ugust  16.  1962. 
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NORTH  .  .  .  Florida  Showcase  in  New  York  City's  Rockefeller  Center  sells  the  Sunshine  State  year-round. 


Selling  the  Tourist 

No  State  does  a  better  job  than  Florida — 
with  a  $3  million  promotion  budget  and  a 
hard-hitting  Development  Commission  staff. 
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Photos  courtesy  Florida  State  News  Bureau, 


SOUTH      .  .  Air-conditioned,  drive-in  welcome  station  on  Florida's  northwest  border  is  sign  of  future. 


Restaurant  at  Tampa's  Busch  Gardens  overlooks  scenic   1  2-acre 
park  featuring  performing  birds,   dwarf  village  and  lagoons. 


Mermaids  at  Weeki  Wachee  Springs  perform  daily  for  500  visi- 
tors at  a  time  seated  in  million-dollar  underwater  theater. 
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lyO  STATE  has  done  a  better  job 
of  attracting  —  and  selling  —  the 
tourist  than  Florida.  A  record  12  mil- 
lion visitors  were  expected  by  the  end 
of  1961.  Gross  returns  were  estimated 
at  $2  billion,  netting  close  to  $100 
million  in  direct  taxes. 

One  of  the  prime  reasons  for  this 
windfall  is  a  hard-hitting  sales  force 
in  the  Florida  Development  Commis- 
sion, headed  by  Chairman-Director 
Wendell  Jarrard.  With  a  promotion 
budget  of  about  $3  million  a  year, 
this  means  a  sweepstakes-style  return 
of  over  $30  to  $1  in  direct  taxes  alone. 

The  Development  Commission  lists 
more  than  250  Florida  attractions, 
ranging  from  St.  Augustine's  Oldest 
House,  built  in  1565,  to  the  missile  age 
Spacarium  at  Cocoa  Beach  near  Cape 
Canaveral.  Included  are  40  animal, 
bird,  reptile  and  fish  attractions,  23 
gardens,  8  Indian  centers,  34  monu- 
ments and  memorials,  80  museums 
and  exhibitions,  28  State  and  National 
parks,  10  commercially  developed 
springs  and  30  unclassified  spots  such 


as  Ringling's  winter  quarters  in  Venice 
and  the  famous  Bok  Singing  Tower  in 
Lake  Wales. 

There  are  several  groups  which  use 
co-operative  advertising  and  promo- 
tion programs.  Largest  is  the  Florida 
Attractions  Association,  comprised  of 
22  major  tourist  spots.  Another  is  the 
Tropical  Florida  Attractions  Associa- 
tion—  1 1    Miami-area  attractions. 

But  it  is  largely  up  to  Jarrard's  Com- 
mission to  co-ordinate  the  vast  selling 
job  with  a  souped-up  "new  look"  pro- 
motion program  literally  reaching 
around  the  world. 

One  of  the  first  phases  of  this  pro- 
gram was  the  establishment  of  the 
Florida  Showcase  in  New  York  City's 
Rockefeller  Center.  Featuring  differ- 
ent facets  of  Florida's  attractions  each 
month,  it  has  drawn  more  than  500,- 
000  people  in  less  than  a  year  of  oper- 
ation— in  addition  to  wide  coverage 
in  and  on  New  'Vork  press,  radio  and 
TV. 

Encouraging  communities  to  adver- 
tise themselves,  Jarrard  has  launched 


a  co-operative  campaign  in  which  they 
may  share  in  the  Commission's  volume 
discounts.  More  than  29  newspapers 
and  23  nationally  distributed  maga- 
zines have  been  lined  up  on  the  deal, 
resulting  in  thousands  of  dollars  of 
savings  to  the  local  areas  and  the 
State. 

In  a  bid  for  more  foreign  tourists, 
the  Commission  recently  kicked  off  a 
massive  campaign  in  which  foreign  air- 
lines, travel  agents  and  chambers  of 
commerce  distribute  Florida  promo- 
tion kits,  including  brochures  in  five 
languages,  around  the  globe. 

The  new  look  has  spread  to  the 
Slate's  welcome  stations  with  the  open- 
ing of  the  first  "drive-in"  facility  this 
fall.  This  toll-booth-type  station  en- 
ables the  visitor  to  remain  in  the  car 
if  he's  in  a  hurry — grab  some  Florida 
folders  and  be  on  his  way — or  rest 
awhile  in  air-conditioned  comfort 
while  enjoying  some  free  Florida 
orange  juice.  Estimates  are  this  ar- 
rangement will  cut  welcome  station 
construction  nearly  two-thirds  and  op- 


Life-size  creatures  that  inhabited  Florida   long  before  the  first 
tourist   arrived  are   seen   in   Bartow's   Phosphate   Museum. 
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Metropolitan    Miami's    903 -acre    Crandon    Park    includes    sand 
and  surf,  22-acre  zoo,  miniature  railroad  and  picnic  areas. 


nual  budgets  which  total  $5,629,402  which  is  70  percent  of  the 
total  advertising  and  promotion  money  spent  to  attract  visitors 
to  Florida.""  The  City  of  Miami  spends,  each  year,  nearly  as 
much  as  the  County  of  Los  Angeles  and  is,  of  course,  also  served 
by  the  statewide  promotion  produced  by  the  Florida  Develop- 
ment Commission. 

CHAMBER  OF  COMMERCE 

In  addition  to  the  regional  promotion  organizations  the  State 
Chamber  of  Commerce  receives  many  inquiries  each  year  from 
people  expressing  interest  in  visiting  California.  However,  the 
Chamber  of  Commerce  views  its  responsibility  as  promoting 
travel  within  the  State  by  Californians  and  does  not  promote 
travel  to  California. 

As  part  of  the  investigation  for  this  study  a  letter  was  pre- 
pared and  mailed  from  out-of-state  to  the  State  Chamber  of 
Commerce  requesting  information  about  tourist  attractions  in 
California.  In  response  the  Chamber  of  Commerce  sent  three 
oil  company  maps,  a  booklet,  and  two  single -page  information 
sheets.  In  the  accompanying  mimeographed  letter  the  Chamber 
of  Commerce  notes: 

"This  organization  does  not  publish  or  distribute  maps  of  the 
State.  The  Road  Map  of  California,  published  yearly  by  the  Divi- 
sion of  Highways  is  not  for  general  distribution,  though  the  division 
will  send  them  to  inquirers  who  have  a  genuine  need  for  them,  and 
the  State  Printing  Division  has  a  limited  supply  for  sale  at  25  cents 
each  (7th  Streets  and  Richards  Boulevard,  Sacramento  14)." 

This  letter  also  calls  attention  to  the  free  maps  provided  by 
the  oil  companies  and  the  services  afforded  members  by  the 
automobile  clubs. 

The  brochure,  2  3  pages  in  small  type,  is  unillustrated  except 
for  area  maps  of  a  scale  too  small  to  make  the  maps  usable.  The 

"Curtis  Publishing  Company,  Travel  Research  Report  No.  68,  p.  10. 


section  on  Southern  California  does  not  mention  Disneyland, 
Marineland,  Hollywood  nor,  for  that  matter,  Los  Angeles  itself. 
The  booklet,  however,  does  refer  readers  to  the  local  and  re- 
gional promotion  organizations. 

In  the  letter  which  requested  the  information  from  the  State 
Chamber  specific  mention  was  made  of  the  writer's  intention  to 
visit  San  Francisco  and  San  Diego.  No  additional  material  was 
forthcoming  from  the  tourist  bureaus  of  these  cities. 

In  addition  to  the  letter  and  the  booklet  a  single  page  pam- 
phlet was  enclosed  which  supplied  statistical  information  about 
population  and  economics.  The  hst  included  the  value  of  the 
plum  and  prune  crop  ($67,093,000)  but  did  not  hst  the  visitor 
or  tourist  industries  or  their  contribution  to  the  economy  of 
California. 

CONCLUSION 

•  California  is  the  only  state  in  the  nation  which  does  not 
devote  state  resources  to  the  development  and  promotion 
of  tourism. 

•  The  regional  tourist  promotion  organizations  have  sensed 
their  own  areas  \\t\\  with  advertising  and  promotion  and 
spend  annually  over  $2  million  on  promotion  and  adver- 
tising. 

•  The  person  contemplating  a  trip  to  California  must  have  a 
detailed  knowledge  of  the  geography  of  California  in 
order  to  know  whether  to  direct  an  inquir\"  to  the  Red- 
wood Empire  Association  to  get  information  on  Mount 
\\'hitney  or  to  the  All  Year  Club  of  Southern  Cahfomia. 
This  regionalization  has  produced  healthy  competition 
but  has  also  produced  a  "jigsaw  puzzle"  image  of  the  State. 
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SECTION  III.  ALTERNATIVES  FOR 
STATE  ACTION 


SECTION  III.  ALTERNATIVES  FOR  STATE  ACTION 


SUMMARY 

California  has  been  urged  by  leaders  in  travel,  hotel,  resort 
and  promotional  organizations  to  take  an  active  interest  in  the 
visitor  industry. 

No  witnesses  have  testified  at  any  public  hearing  against  State 
action,  in  some  manner,  in  the  field  of  tourist  trade. 

Alternative  actions  recommended  include  research,  co-ordi- 
nation of  existing  activities,  promotion,  visitor  services  and  co- 
operation with  the  United  States  Travel  Service. 

At  each  of  the  five  hearings  held  by  the  Subcommittee  on 
Tourist  Trade  witnesses  were  invited  to  comment  on  the  role 
the  State  of  California  might  play  in  assisting  the  visitor  indus- 
try. Commenting  on  the  first  hearing  held  by  the  subcommittee 
the  United  Press  International  noted: 

"Officials  from  both  the  State  and  private  business  have  expressed 
general  approval  of  a  proposed  central  state  tourist  information 
agency  for  California." 

Following  the  third  hearing  in  San  Francisco,  Mr.  H.  W. 
Kusserow  wrote  in  the  San  Francisco  News  Call  Bulletin: 

"California  must  have  a  state  tourist  promotion  agency  in  the 
opinion  of  every  witness  who  has  testified  so  far  before  an  Assembly 
subcommittee  here." 

Commenting  on  the  fourth  hearing,  held  in  Redding,  the 
United  Press  International  reported: 

"All  1 5  witnesses  told  an  Assembly  subcommittee  on  tourist  trade 
Thursday  that  they  favored  creation  of  a  state  tourist  development 
board." 

The  San  Francisco  News  Call  Bulletin  editorialized  on  Octo- 
ber 10: 


"This  ...  is  a  good  e.xample  of  why  California  needs  its  own 
state  tourist  promotion  agency  to  work  with  the  U.S.  Travel  Serv- 
ice ..  .  as  well  as  to  drum  up  trade  from  our  sister  states." 

This  general  agreement  does  not,  however,  indicate  support 
of  any  specific  program  or  course  of  action  since  none  was 
advanced  at  any  of  the  hearings  of  the  subcommittee.  What  has 
come  from  the  hearings  and  from  extensive  conversation  with 
executives  of  regional  promotion  organizations,  transportation 
and  hotel-motel  industry  leaders  is  a  scries  of  suggestions.  These 
suggestions  merit  presentation  here,  though  it  should  be  kept  in 
mind  that  these  suggestions  do  not  constitute  recommendations 
of  the  consultants  or  of  the  subcommittee.  The  specific  recom- 
mendations are  included  in  this  report  and  in  the  final  section 
are  clearly  identified. 

RESEARCH 

As  has  been  noted  previously,  the  visitor  industr>'  has  never 
been  adequately  supplied  with  basic  data  on  which  action  can 
be  based.  The  fundamental  questions  about  the  total  numbers  of 
visitors  to  California  and  their  points  of  origin  and  destination 
cannot,  at  this  time,  be  answered.  Xor  can  anyone  determine 
presently  how  many  California  residents  vacation  within  their 
State. 

^Vitnesses  at  each  of  the  hearings  have  called  on  the  state  to 
take  action  in  the  field  of  basic  research.  Specifically  it  has  been 
suggested  that  data  be  collected  systematically  at  points  of  entry 
and  that  the  State  co-operate  with  carriers  to  collect  information 
about  travelers  arriving  by  rail,  air,  bus,  and  ship.  Further  the 
subcommittee  was  urged  to  take  steps  which  would  make  data 
now  collected  by  state  agencies  and  departments,  such  as  High- 
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ways  and  Parks  and  Recreation,  more  accessible  to  the  visitor 
industry  in  forms  useful  to  business  men  in  this  industry. 

Research  men  now  working  in  this  field  illustrated  the  need 
for  better  information  by  relating  the  problems  now  faced  by  a 
businessman  who  has  difficulty  in  obtaining  financing  for  visitor 
services  because  he  cannot  estimate  with  any  precision  what  his 
sales  potential  is.  It  was  also  noted  that  state  agencies  concerned 
with  visitors  have  a  demonstrable  need  for  better  basic  informa- 
tion about  the  numbers  of  people  who  may  be  expected  to  use 
these  facilities. 

Both  the  private  investor  and  the  taxpayer  have  an  interest 
in  improved  research  in  the  visitor  industry  by  the  State. 

HIGHWAYS 

At  each  of  the  hearings  held  by  the  subcommittee,  and  par- 
ticularly at  the  hearing  held  in  Monterey,  witnesses  stressed  the 
role  of  the  highway  in  improving  visitor  .service  and  tourism  in 
California.  It  can  be  assumed  that  the  overwhelming  percentage 
of  visitors  to  California  from  out  of  State  and  of  Californians 
traveling  within  the  state  do  so  by  car.  The  highway  is  the  "life 
line"  of  tourist  trade.  However,  the  highways  have  been  de- 
signed and  are  marked  with  signs  to  serve  primarily  the  "repeat" 
or  local  traffic.  As  the  number  of  freeway  miles  has  increased 
even  those  incidental  markers  of  interest  to  the  visitor  that  pre- 
viously existed  have  been  removed.  The  historical  markers  and 
commercial  or  recreational  information  signs  have  given  way  to 
standard  signing  designating  numbered  or  named  off-ramps.  As 
an  illustration,  the  artistic  stone  sign  directing  visitors  to  the 
state  historical  monument  of  old  San  Juan  Bautista  cannot  be  seen 
from  the  rerouted  freeway,  and  the  visitor  today  is  directed  to 
San  Juan  only  by  a  standard  number  route  sign.  Thus  we  have 
made  it  easier  for  Californians,  and  for  out-of-state  visitors,  to 
get  from  San  Francisco  to  Los  Angeles,  but  at  the  same  time  we 
have  reduced  or  removed  the  lures  to  local  attractions  which 
may  prompt  a  vi.sitor  to  linger  along  the  way. 


In  addition  to  the  failure  to  provide  for  the  needs  of  the  visitor 
using  our  highways  frustrating  and  hazardous  conditions  have 
been  created  in  some  areas  where  the  stranger  faces  a  number  of 
alternatives  from  which  he  must  choose  without  being  able  to 
stop  his  car  and  consider  which  alternative  route  he  should  take 
to  reach  his  destination. 

Commenting  on  these  conditions  witnesses  suggested  a  posi- 
tive program  of  highway  signing  to  serve  the  tourist  and  other 
visitors.  Signs  of  distinctive  character,  produced  and  erected  by 
the  Division  of  Highways  and  in  accordance  with  established 
practices  of  that  agency  were  recommended.  Further  it  was  sug- 
gested that  the  Division  of  Highways  provide  "orientation  areas" 
at  the  periphery  of  major  freeway  complexes  where  drivers  un- 
familiar with  the  area  could  pull  out  of  the  flow  of  traffic,  con- 
sult posted  up-to-date  maps  of  the  area,  telephone  for  assistance 
or  information  before  proceeding.  In  this  same  connection, 
"orientation  stations"  were  suggested  for  each  of  the  border 
entry  points  where  motorists  could  obtain  current  information 
about  best  routes,  highway  conditions  and  traffic  laws  and  free- 
way driving  advice.  Witnesses  also  commended  the  plan  for  a 
system  of  scenic  highways  as  beneficial  to  increased  tourist  trade 
and  urged  that  adequate  "overlooks"  and  "rest  stops"  be  pro- 
vided along  these  routes. 

MAPS  AND  BROCHURES 

The  State  of  California  does  not  produce  a  comprehensive 
visitor  map  for  general  distribution  nor  do  any  of  the  quasi- 
public  promotion  organizations.  Currently  the  only  "travel 
guide"  brochures  available  for  California  are  those  distributed 
through  commercial  operations  affiliated  with  the  companies 
producing  the  brochures.  Repeatedly  witnesses  have  called  on 
the  State  to  make  available  for  general  distribution  a  pamphlet  or 
brochure  covering  the  whole  State.  The  United  States  Travel 
Service  has  asked  for  material  of  this  sort  for  distribution  abroad. 
Recommending  this  action  Mr.  Ernest  Beyl,  Vice  President  of 
Communication  Counselors,  Inc.,  said: 
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"The  agency  (of  the  State)  should  cause  to  be  developed  under 
its  direction  promotional  literature  about  the  State  of  California- 
posters,  brochures,  leaflets,  etc.  printed  in  the  languages  of  coun- 
tries shown  by  research  to  have  good  tourist  potential.  This  pro- 
motional literature  should  be  of  a  quality  and  type  acceptable  to 
the  United  States  Travel  Service  through  the  office  of  which  such 
material  would  be  distributed  abroad." 

Commenting  on  the  need  for  a  state -wide  brochure,  Mr. 
George  Turner  of  P.  &  O.  Orient  Lines  noted: 

"Over  the  past  si.\  months  we  have  been  gathering  what  material 
we  can,  particularly  on  the  State  of  California,  to  send  to  Aus- 
tralia in  support  of  our  efforts  down  there  to  attract  visitors  to 
California,  and  it  is  very,  very  difficult  to  get  any  clear  picture. 
You  can  get  a  folder  about  this  particular  spot,  and  then  something 
about  someplace  else  quite  removed.  But  to  try  to  get  something 
that's  all  embracing  is  impossible." 

Mr.  Ben  Butterfield,  Research  Director  for  the  United  States 
Travel  Service,  outUned  his  views  of  the  need  in  a  speech  in  San 
Francisco: 

".  .  .  it's  simply  too  big  a  job  to  be  handled  except  on  a  state- 
wide basis.  And  it  goes  without  saying,  really,  that  the  most  effec- 
tive promotion  material  will  cover  the  whole  state.  .  .  .  There 
must  be  available— if  you  want  maximum  results— a  complete,  com- 
prehensive portfolio  of  literature  that  will  give  prospects  a  chance 
to  feel  that  they  really  know  what  your  State  has  to  offer  them 
for  their  vacation," 

It  should  be  pointed  out  that  visitors  entering  California  today 
will  find  some  material  available.  However,  except  for  material 
from  the  regional  promotion  organizations,  the  items  were  not 
produced  with  the  tourist  in  mind.  A  sample  packet  collected 
during  the  peak  summer  months  of  1962  contained  the  follow- 
ing items: 

1.  Outdoor  Guide,  California  Fire  Prevention  Committee.  This  is 
a  small  pamphlet  urging  safety  with  fire. 

2.  Stay  Alert,  Stay  Alive,  Traffic  Safety  Committee.  Information 
of  a  general  nature  on  safe  driving. 

3.  It's  hi  Your  Havds,  California  Highway  Patrol  and  Division  of 
Forestry.  This  urges  safety  with  fire  and  litter  control. 


4.  A  card  welcoming  farm  workers  to  California,  Department  of 

Employment. 

5.  Califorytia   Vehicle  Code  Sinmnary,  Department  of  Motor  Ve- 
hicles. This  is  the  standard  70-page  summary  of  the  code. 

6.  Vosermte,  National  Park  Service.  A  guide  to  this  national  park. 

7.  Redivood  Empire,  Redwood  Empire  Association.  Basic  map  of 
the  redwood  area  with  local  information  centers  listed. 

8.  Redivood  Empire,  Redwood  Empire  Association.  Multifold,  color 
brochure  on  the  redwood  area. 

9.  Excerpts  from  State  fire  laws  by  the  Division  of  Forestry.  A 
14-page  digest  of  fire  laws. 

10.  Souther?!  California,  All  Year  Club  of  Southern  California.  A 
multifold  color  brochure  on  Southern  California. 

11.  Important  Facts,  Department  of  Motor  \'ehicles.  .\  r^vo-page 
digest  of  accident  reporting  responsibility. 

12.  California  Guide  for  Fartn  Workers,  Department  of  Employment. 
A  12-page  information  piece  for  farm  workers. 

13.  California  State  Park  Systetft,  Division  of  Beaches  and  Parks. 
Multifold  map  and  guide  to  parks. 

This  bakers  dozen  of  pamphlets  and  brochures,  were  it  handed 
to  each  visitor,  would  produce  a  major  litter  problem  since  only 
four  of  the  1 3  pieces  were  designed  for  tourists.  Three  of  these 
were  produced  by  regional  promotion  organizations  and  are 
being  distributed  by  State  Department  of  Agriculture  employees 
as  a  courtesy  to  the  promotion  organizations. 

FOREIGN  VISITORS 

One  hearing  was  devoted  to  the  concern  for  attracting  more 
visitors  from  overseas  to  the  United  States  and  particularly  to 
Cahfornia.  Mr.  Voit  Gilmore,  Director  of  the  USTS,  and  mem- 
bers of  this  staff  had  previously  met  with  members  of  the  com- 
mittee and  staff  and  four  legislative  leaders,  including  Chauman 
Crown,  had  accepted  an  invitation  to  sur\-ey  firsthand  Calilor- 
nia's  promotion  efforts  abroad.  The  testimony  and  inquiry  pro- 
duced suggestions  that  Cahfornia  was  not  keeping  pace  with 
the  national  effort  to  attract  more  foreign  visitors.  The  work  of 
the  USTS,  strengthened  to  assist  in  correcting  our  trade  deficit, 
appears  to  have  produced  results  in  the  year  of  its  operation. 
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'Discover 

A  New  World' 


The  travel  poster,  long  and  effectively  used 
by  foreign  lands  to  lure  American  tourists, 
is  now  appearing  in  the  same  lands  to  lure 
foreigners  here.  Distributed  by  the  Commerce 
Department's  new  U.  S.  Travel  Service,  they 
show  twelve  of  the  outstanding  attractions  of 
this  country,  with  legends  in  seven  languages 
— English  and  Italian  and  the  five  shown  here. 


JAPANESE — Grand   Canyon    National    Park,    Arizona. 
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VIAJEPORUNNUEVDMUNOD 

mtTEUJSEsnoosumas  Q 

SPANISH — The   Statue  of   Uberty  in  New  yorl   Bay. 


REISENSIEI;.        JEWEIT 

llSUCHlHSICOICUSJt.  O 


GERMAN — A    fisherman    in    the    Stale    of    Hawaii. 


descubraummuIg 

vism  OS  E.U.H.Q 

PORTUGUESE— Lincotn  profile  at  Mt.  Rushmorc,  S.  D. 


kmim*' ^'hKvn'^k  .a*  ■■  J% CA#W 


DECOUVREZ  UN  NOUVEAU  MONDE 
mrrn  LEs  ETATs-ums  Q 

FRENCH — Interacclion   of   highway!   in    Lot   Angeick 


Secretary  of  Commerce  Luther  Hodges  has  reported  a  16  per- 
cent increase  in  the  number  of  visitors  from  abroad  in  the  first 
four  months  of  1962  over  the  same  period  in  1961."' 

To  attract  more  foreign  visitors  to  CaHfornia  the  committee 
was  urged  to  establish  an  office  for  co-operation  with  the  U.S. 
Travel  Service.  Specifically  California  was  urged  to  produce 
material  for  translation  into  the  languages  used  by  USTS  and  to 
provide  this  material  to  USTS  for  distribution  abroad. 

In  addition  to  this  direct  promotion  it  was  suggested  that 
California  should  embark  on  a  program  of  improving  the  serv- 
ices to  foreign  visitors  to  California,  including  an  inventory  of 
multilingual  public  employees,  multilingual  signing  at  major 
points  of  interest  in  the  State  and  publicity  to  encourage  Cali- 
fornians  to  e.xtend  a  welcome  to  foreign  tourists. 

During  a  public  appearance  of  Mr.  Gilmore  in  California,  Mr. 
Don  Thomas,  representing  the  All  Year  Club  of  Southern  Cali- 
fornia, pointed  out  that  research  by  the  USTS  has  not  yet  estab- 
lished proof  that  the  market  overseas  is  large  enough  to  warrant 
promotion  by  California  or  by  regional  promotion  groups  op- 
erating with  limited  budgets.  Mr.  Gilmore  acknowledged  this 
point  at  that  time  and  in  testimony  prepared  by  him  for  the  com- 
mittee's hearing  in  San  Francisco  he  wrote: 

"Obviously,  it  is  not  for  the  U.S.  Travel  Service  in  Washington 
to  suggest  how  California  should  best  order  its  travel  program.  For 
one  thing,  despite  the  increasing  potential  of  international  tourism 
to  our  country,  we  recognize  that  the  principal  market  for  travel 
to  California  remains  here  in  the  United  States— particularly  in  the 
more  populous  areas  of  the  midwest,  south  central  and  Atlantic 
coastal  states.  The  type  of  program  which  might  be  best  for  attract- 
ing visitors  from  abroad  would  not  necessarily  serve  to  exploit  your 
primary  domestic  markets  to  the  fullest." 

"U.S.  Department  of  Commerce,  USTS  Newsletter,  June  1962,  p.  1. 


Mr.  Gilmore  went  on,  however,  to  point  out  that  it  is  difficult 
if  not  impossible  to  measure  "potential"  of  a  travel  market  since 
promotion  is,  itself,  such  a  vital  factor  in  developing  the  poten- 
tial. He  quoted  Secretary  of  Commerce  Luther  Hodges  on  this 
point: 

"One  of  the  best  examples  of  \\hat  can  be  expected  from  good 
tourist  market  development  is  the  United  States  itself.  In  1953 
American  residents  spent  $1,306,000,000  on  international  travel  (in- 
cluding fares  paid  to  both  United  States  and  foreign-flag  carriers). 
The  corresponding  figure  for  1960  is  $2,680,000,000,  more  than 
twice  as  much.  During  this  same  period  our  national  income  rose 
by  only  45  percent,  and  the  cost  of  travel  has  remained  roughly  the 
same.  An  increase  of  this  order  cannot,  therefore,  be  explained  in 
terms  of  potential  market  gross.  It  can  only  be  explained  by  the 
large-scale  efforts  of  foreign  governments  and  private  industrj'  to 
attract  the  United  States  tourist  abroad." 

In  concluding  his  testimony,  .Mr.  Gilmore  said: 

"As  one  of  the  three  or  four  principal  tourist  states,  the  activiti,- 
of  California  or  Californians  in  this  area  will  be  of  immense  help 
to  the  success  of  our  own  national  efforts." 

Primer's  Ink  was  one  of  the  national  magazines  to  comment 
on  the  deficit  in  United  States  trade  balance.  In  1960  this  deficit 
amounted  to  |1.2  biOion."*  However  it  must  be  kept  in  mind 
that  the  visitors  from  overseas  spent  well  over  $1  billion  that 
year  visiting  America.  Thus  even  relatively  small  percentage  in- 
creases in  travel  to  the  United  States  and  to  California  means 
significant  new  income.  Five  percent  of  the  increased  foreign 
tourist  business  reported  for  the  first  four  months  of  1962  would 
represent  $5  million  in  new  visitor  money  for  California.  This 
is  approximately  the  percentage  of  the  national  foreign  tourist 
business  which  CaHfornia  has  enjoyed  in  the  past. 

"^  Special  report.  Printers^  /ni— June  2,  1961,  p.  26. 
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GRANTS  TO  REGIONAL  ORGANIZATIONS 

Some  of  the  states  with  tourist  promotion  activities  are  assist- 
ing their  regional  promotion  organizations  with  direct  grants  of 
state  funds.  Most  notable  is  the  example  of  Pennsylvania.  In 
describing  how  the  Pennsylvania  program  works  Don  Short 
wrote  in  the  publication  Travel  Agent: '"' 

"Briefly,  the  law  provides  machinery  for  the  State's  67  counties 
to  designate  their  official  Tourist  Promotion  Agencies,  which  be- 
come eligible  for  matching  funds  under  a  specified  formula  when 
they  have  complied  with  the  provisions  of  the  act. 

"In  essence  the  State  provides  matching  funds  for  those  activities 
which  are  specifically  tourist  promotion." 

Mr.  Jimmy  Cooper,  testifying  for  the  Palm  Springs  Chamber 

of  Commerce  at  the  first  hearing  held  by  the  Subcommittee  on 

Tourist  Trade  suggested: 

"We  urge  that  the  State  of  California  take  a  vigorous  role  in 
the  stimulation  of  the  vacation-travel  industry.  We  feel  that  the 
best  method  of  providing  such  stimulation  could  best  be  accom- 
plished bv  providing  proper  financial  aid  to  existing  organizations 
presently  set  up  for  the  express  purpose  of  professionally  and  most 
capably  carrying  out  such  promotional  efforts  and  without  creating 
new  agencies  or  commissions  under  state  government." 

This  approach  to  state  assistance  in  tourist  promotion  appears, 
at  first  glance,  to  be  the  most  direct  method.  However  it  has 
been  pointed  out  that  matching  fund  programs  or  grants  would 


'Don   Short,   "Pennsylvania   Tourism    Push    Reaps    Rich    Reuards,"    The    Travel 
Agent,  March  10,   1962. 


require  staff  to  administer  and  could  not,  in  all  probability,  b 
carried  out  without  some  addition  to  the  present  structure  o 
state  governmcht. 

ADVERTISING 

Witnesses  have  repeatedly  urged  the  State  to  launch  an  ad 
vcrtising  campaign,  like  those  of  other  states,  to  appeal  througl 
national  publications  for  visitors.  Mr.  Clyde  Tussey,  represent 
ing  Marineland  of  the  Pacific  called  for  such  action: 

"Marineland  believes  that  the  State  of  California  should  mak 
funds  and  machiner\-  available  for  conducting  a  national  campaig 
to  call  attention  to  California's  tourist  attractions  and  thereby  t 
increase  the  tourist  business  many  fold." 

MISCELLANEOUS  SERVICES  TO  VISITORS 

During  the  10  days  of  hearings  held  by  the  subcommitte 
many  suggestions  were  offered  to  increase  the  visitor's  enjoy 
ment  of  travel  in  California.  These  ranged  from  the  suggcstioi 
of  a  lapel  pin  identifying  multilingual  police,  bus  drivers,  hot< 
employees  and  others  who  meet  large  numbers  of  foreign  visitoi 
to  standardized  signs  indicating  fishing,  hunting  and  campin 
areas.  All  of  the  suggestions  revealed  a  sincere  desire  to  improv 
conditions  for  the  visitors  traveling  in  California.  Most  of  thcr 
assume  the  creation  of  an  office  of  state  government  responsibl 
for  co-ordination  of  visitor  services  and  should  be  considcrc 
by  the  State  if  such  an  office  were  created.  However,  they  wet 
largely  peripheral  to  the  basic  questions  of  tourist  trade  in  Call 
fornia. 
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SECTION  IV.  RECOMMENDATIONS 


SECTION  IV.  RECOMMENDATIONS 


The  following  recommendations  are  arranged  from  the  most 
general  through  more  specific  recommendations  for  action. 
Where  possible  the  recommendations  are  accompanied  with 
summary  supportive  argument  and  by  a  summary  of  opposing 
views  where  they  have  been  developed  by  testimony  or  analysis 
of  the  committee  or  its  consultants. 

I.  The  State  of  California  shall  take  vigorous  action  to 
support  the  visitor  industry. 

The  visitor  industry  is  a  major  element  of  the  economy  of 
California  and  merits  action  by  the  State  to  assure  its  continued 
growth  and  stability. 

No  testimony  was  received  in  opposition  to  the  view  that  the 
California  government  should  demonstrate  its  concern  for  this 
industry. 

II.  The  State  of  California  shall  establish  an  operating 
unit  of  government  charged  with  responsibility  for 
action  in  support  of  the  visitor  industry. 

No  existing  unit  of  any  state  department,  bureau  or  agency 
presently  performs  functions  sufficiently  closely  related  to  the 
needs  of  the  visitor  industry  to  justify  designation  as  the  unit 
responsible  for  action  in  this  field.  The  principles  of  good  ad- 
ministration require  that  unique  services  of  government  be  or- 
ganized and  administered  in  such  manner  that  the  functions  can 
be  scrutinized  by  administrative  and  legislative  bodies.  When 
functions  are  assigned  to  on-going  units  of  government  as  addi- 
tions to  the  historic  functions  performed  by  those  units  the  ad- 
ministrator of  that  unit  faces  major  problems  of  incorporating 
the  new  responsibilty  into  the  work  of  the  unit.  iMore  impor- 
tantly legislative  review  is  frustrated  when  new  functions  are 
comingled  with  long  established  functions. 


III.  The  State  of  California  shall  establish  an  Office  of 
Tourism  and  Visitor  Services. 

The  Committee  further  recommends  that  the  Legislature 
determine  the  appropriate  administrative  framework  for  estab- 
lishing the  Office  of  Tourism  and  Visitor  Services. 

IV.  The  Office  of  Tourism  and  Visitor  Services  shall  be 
administered  by  a  Director. 

V.  A  Tourism  and  Visitor  Services  Commission  shall  be 
appointed  in  accordance  with  the  law  governing 
appointments  and  commissions.^" 

The  commission  shall  be  composed  of  15  members  appointed 
with  due  regard  to  representation  of  regional  promotion  organ- 
izations, hotel  and  motel  owners  and  operators,  recreation  facil- 
ities operators  and  owners,  carriers  and  the  general  public. 

The  existence  of  a  commission  has  been  implicit  in  suggestions 
made  by  many  witnesses  appearing  before  the  subcommittee.  If 
the  operation  of  the  Office  of  Tourism  and  \'isitor  Ser%-ices  is 
to  be  successful,  and  if  it  is  to  profit  from  the  experience  of  the 
industry  \\hich  it  would  serve,  it  is  imperative  that  such  a  com- 
mission exist.  From  this  commission  can  be  drawn  special  com- 
mittees to  advise  and  council  the  office  in  its  functions. 

No  opposition  to  a  commission  \\  as  presented  to  the  commit- 
tee. 

VI.  The  Office  of  Tourism  and  Visitor  Services  shall  per- 
form the  following  functions: 
a.  Research.  The  greatest  need  existing  today  is  for  research 
which  will  enable  the  visitor  industry  to  plan  for  orderly  growth. 
A  research  program  to  develop  data  on  numbers  of  visitors,  ex- 
penditures by  visitors,  points  of  origin  and  destination  shall  be 
designed  with  advice  and  counsel  from  the  Tourism  and  Visitor 
Services  Commission. 

"Government  Code,  Section  1300  ec  seq. 
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b.  Co-ordination  of  Existinf^  rro^^ravn.  Regional  promotion 
organizations  shall  be  encouraged  in  their  development  of  mate- 
rial suitable  for  distribution  to  visitors  and  this  material,  together 
with  existing  material  from  these  organizations  shall  be  available 
for  distribution  at  points  of  entry  into  California.  Regional  pro- 
motion organizations  shall  be  encouraged  to  expand  their  activ- 
ities to  assure  that  all  regions  of  the  State  are  represented  by 
such  organizations.  The  Office  of  Tourism  and  \'isitor  Services 
shall  endeavor  to  work  through  regional  promotion  organiza- 
tions in  the  development  of  tourism. 

c.  Materials.  ( I )  The  Office  of  Tourism  and  Visitor  Serv- 
ices shall  co-ordinate  the  development  of  a  map  of  California 
designed  to  meet  the  needs  of  the  pleasure  visitor.  (2)  The  office 
shall  develop  a  basic  piece  of  literature  suitable  for  mass  distribu- 
tion by  the  office,  by  those  regional  organizations  which  may 
wish  to  use  it  and  through  the  office  in  response  to  inquiry.  This 
piece  shall  provide  information  which  will  make  it  easy  for 
visitors  to  contact  regional  organizations  in  areas  which  they 
plan  to  visit  and  shall  be  organized  in  such  manner  as  to  give  no 
special  advantage  to  any  region  of  the  State.  (3)  The  office  shall 
prepare  basic  material  for  distribution  abroad  through  the  United 
States  Travel  Service  in  such  quantity  as  is  determined  by  the 
office  to  be  reasonable  in  relation  to  potential  for  increased 
tourism.  (4)  The  office  may  prepare  such  other  material  as  the 
commission  may  request  subject  to  budgetary  limitations. 

d.  Preservation  of  visitor  attractions.  The  Office  of  Tourism 
and  Visitor  Services  shall  prepare  and  present  testimony  before 
legislative  committees  and  administrative  agencies  relating  to  the 
protection,  preservation  and  enhancement  of  natural  and  other 
attractions  to  visitors  in  California. 

e.  Border  stations.  ( 1 )  The  Office  of  Tourism  and  Visitor 
Services  shall  assume  leadership  in  the  establishment  of  border 
stations  at  major  points  of  entry  in  California.  (2)  These  border 
stations  are  to  be  situated  in  such  manner  that  their  use  will  be 
voluntar\-  and  will  not  constitute  any  obstruction  to  the  free 


flow  of  highway  or  other  traffic.  (3)  These  border  stations  shall 
assume  the  functions  of  information  center  and  material  distri- 
bution points.  (4)  Effort  shall  be  made  to  operate  these  stations 
in  such  manner  that  regional  organizations  will  be  able  to  co- 
operate in  their  operation. 

f.  Highicay  signing.  The  Office  of  Tourism  and  Visitor 
Services  shall  co-operate  with  the  Division  of  Highways  in  the 
development  of  a  system  of  highway  orientation  signs  designed 
to  direct  visitor  attention  to  major  public  points  of  interest,  rec- 
reational and  other  attractions. 

g.  Development.  ( 1 )  The  office  shall  be  empowered  to  co- 
operate with  private  industry  in  supplying  information  to  the 
industry.  (2)  To  provide  advice  to  regional  organizations  in  the 
development  of  programs  to  attract  visitors  (3)  To  encourage 
the  private  development  of  facilities  for  tourists  and  other 
visitors  in  areas  where  research  has  established  a  need  for  the 
expansion  of  such  facilities.  (4)  The  existing  regional  promotion 
organizations  currently  devote  their  principal  resources  toward 
advertising  and  utmost  care  would  have  to  be  e.xercised  to  avoid 
duplication  of  their  efforts  and  to  avoid  providing  advantage  to 
one  area  of  the  State  over  another. 

VII.  The  Office  of  Tourism  and  Visitor  Services  shall  not 
transfer  or  cause  to  be  transferred  any  money  to 
any  regional  or  local  promotion  organization  until 
such  time  as  the  Legislature  provides  otherwise. 

At  the  present  time  no  mechanism  exists  for  determining  the 
effectiveness  of  local  or  regional  promotion  organizations.  Fur- 
ther, any  plan  to  transfer  money  by  grant  or  otherwise  to  any 
nonstate  agency  would  require  that  the  State  define  and  desig- 
nate such  agencies.  These  organizations  are  currently  supported 
in  large  by  tax  money  levied  on  local  property.  Any  discussion 
of  the  financing  of  existing  promotion  organizations  must  await 
further  information  which  cannot  be  forthcoming  until  such 
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time  as  reliable  statistical  information  of  statewide  nature  is 
available. 

VIII.   Hightfay  Development. 

The  highway  is  a  major  factor  in  visitor  service.  California 
tourists,  in  particular,  account  for  over  25  percent  of  the  high- 
way travel  in  the  State.  To  maximize  the  attractiveness  of  our 
highways  and  to  assure  that  they  serve  our  resident  and  out-of- 
state  pleasure  travelers,  the  following  action  is  recommended  by 
the  committee. 

a.  Development  of  roadside  rests.  Roadside  rests  are  vital 
for  the  safety,  comfort  and  pleasure  of  travelers.  Full  responsi- 


bility for  the  location,  design,  construction  and  maintenance  of 
roadside  rests  should  be  assigned  to  the  Division  of  Highways, 
Department  of  Public  Works. 

b.  Responsibility  for  wayside  parks,  with  accommodations 
for  overnight  camping,  should  be  assigned  to  the  Department  of 
Parks  and  Recreation. 

c.  The  Division  of  High-ways,  Department  of  Public  Works, 
should  be  directed,  by  concurrent  resolution,  to  utilize  federal 
3  percent  funds  available  under  Section  319,  Title  23  of  the 
United  States  Code.  These  funds  to  be  used  as  provided  in  the 
law  for  the  purchase  of,  "land  of  limited  width  for  the  presena- 
tion  of  natural  beautv." 
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APPENDIX  A 


CALfFORMANS  InC. 

San  pRANcrsco  3,  Cai.ikorma,  April  27,  196! 

Mr.  Francis  A.  Wallace,  Director 
Travel  mid  Recreation  Deparntient 
California  State  Chainber  of  Connnerce 
San  Francisco  4,  California 

Dear  Fran:  I  am  pleased  to  tell  you  how  we  arrive  at  the  tourist 
figures  in  our  annual  reports. 

The  State  Department  of  Agriculture  has  an  inspection  station  at 
ever\-  highway  entrance  to  California.  Here  they  keep  records  of  the 
numbers  of  entering  automobiles,  stages,  trucks,  etc.,  and  of  the  numbers 
of  passengers  in  each  categor>-.  The  passenger  cars  are  recorded  as 
"returning  California  cars"  and  as  "foreign"  cars.  Each  month  we  re- 
ceive a  detailed  report  from  each  station. 

However,  the  figures  for  "foreign"  cars  are  gross  figures.  We  must 
determine  by  questioning  travelers  in  such  cars  at  salient  points  what 
percentages  of  them,  as  entrants  by  the  various  gateways,  are  tourist 
visitors. 

Bv  this  procedure  last  \ear  we  determined  that  of  2,129,370  "foreign" 
cars  that  entered  California,  1,256,719,  or  59  percent,  were  occupied  b\- 
vacation  visitors.  From  our  figures  for  the  Northern  California  stations 
and  our  knowledge  of  the  flow  of  tourist-visitor  cars  from  Southern 
California,  we  determined  that  673,719  of  all  the  tourist-visitor  cars  in 
California  came  into  Northern  California  (54  percent  of  total). 

Shortl\-  after  the  end  of  each  calendar  year  we  receive  from  the 
public  carriers  serving  Northern  California  confidential  reports  on  the 
numbers  of  tourist  visitors  the>'  brought  into  this  region  during  the 
preceding  year. 

The  tourist  visitors  themselves,  through  interviews  and  questionnaires, 
tell  us  of  their  lengths  of  stay  and  their  expenditures.  Last  year  their 
stays  averaged  10  days  and  their  expenditures  $8.18  a  day. 

We  are  quite  conservative  in  using  all  data.  For  instance,  we  deduct 
10  percent  from  the  net  figures  for  the  tourist-visitor  entries  at  all  high- 
way entrances  to  allow  for  tourist  visitors  in  "foreign"  cars  whose 
temporary  habits  put  then\  in  the  class  of  "local,"  except  that  we  deduct 
25  percent  for  stations  contiguous  to  Reno,  Nevada,  where  the  incidence 
of  such  "local"  is  more  pronounced. 

Furthermore,  in  determining  the  tourist  visitor's  average  length  of 
stav  and  average  daily  expenditure,  we  exclude  all  long-time  sta\s  and 
all  unusual  expenditures  .  .  .  there  are  many  of  both,  basing  our  com- 
putation onl\'  on  common  tourist  time  and  common  tourist  expenditures. 

I  am  enclosing  two  copies  of  our  annual  report  for  1960,  one  each 
for  Senator  Bible  and  Mr.  DcTurk. 


All-Year  Club  of  Solthern  CALlEORN^^ 
Los  ANGELF.S  17,  Californl\,  April  26,  1961 


To:  Don  Thoxlxs,  Managing  Director 

From:  J.  C.  Wright,  Comptroller  and  Statistician 

Subject:  Procedure  in  establishing  the  ( 1 )  number  and  ( 2  )  dollar  expen- 
ditures of  vacation  and  pleasure  visitors  to  Southern  California 
(11  southern  counties). 

The  traflic  is  set  up  on  the  basis  of  the  travel  \ear  beginning  Septem- 
ber 1  and  ending  August  31,  and  is  broken  down  b\-  seasons— fall,  winter, 
spring  and  summer. 

( 1 )  The  number  of  visitors  is  determined  from  confidential  passenger 
lists  furnished  b>-  transcontinental  transportation  lines-airlines,  railroads, 
bus  lines.  On  the  auto  visitors,  we  obtain  monthly  reports  from  all 
border  inspection  stations  of  the  State.  These  unadjusted  passenger 
figures  are  corrected  for  returning  Californians  and  for  purpose-of-trip 
through  periodical  field  surve\s  eliminating  those  categories  of  traffic 
here  on  business,  business  and  pleasure  combined,  seeking  emplo\nient, 
and  to  establish  permanent  residence.  We  thus  arrive  at  a  net  bona  fide 
tourist  visitor  figure.  The  portion  of  the  traflSc  from  the  northern  area 
is  further  adjusted  for  the  percentage  of  those  coming  south,  .\scertain- 
ing  the  intrastate  ratio  of  the  traffic  has  been  a  continuing  element  in 
our  basic  research. 

(2)  The  social  and  economic  factors  of  the  visitor  traffic  are  deter- 
mined through  adequate  questionnaire  mailings  to  visitors  who  have 
registered  at  our  X'isitors  Information  Bureau  while  here.  Through  a 
scientific  sampling  and  processing  of  the  replies,  we  derive  the  seasonal 
characteristics  on  the  number  of  persons  in  the  party,  expenditures  w  bile 
here,  length  of  stay,  method  of  transportation  used  (cross-checking  our 
passenger  data  from  the  transportation  lines),  and  geographical  origin 
of  the  traffic.  In  addition  to  these  basic  economic  factors,  we  also  survey 
the  social  characteristics  periodicall\  — age,  sex  and  income  brackets.  We 
get  a  budget  breakdow  n  of  the  tourist  dollar  periodically,  in  order  to 
set  up  retail  trade  factors,  including  t\pes  of  accommodations  used 
w  hile  here. 

.Ml  magazine  and  newspaper  advertisements  in  our  national  advertising 
are  ke\ ed.  Periodically  we  have  also  conducted  questionnaire  sur%eys  to 
a  scientific  sampling  of  the  hundreds  of  thousands  of  inquirers  who 
responded  to  the  national  advertising  to  further  corroborate  the  above 
findings. 

We  are  also  constantl\  anal\  zing  other  surve\s  and  surveying  other 
sources  of  information  to  further  refine  our  own  findings. 


SincereU  \(iurs. 


John  J.  Ca  DO'S 
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TOURIST  PROMOTION  ACTIVITIES  OF  OTHER  STATES 


Postage 

(cents) 


Alabama 13!a 

Alaska _ 06 

Arizona _ 1  ? ' : 

Arkansas 23 ! : 

Colorado 07 

Connecticut 07': 

Delaware 09 

Florida 20 

Georgia    64 

Hawaii     3.^  (air 

Idaho 6 

Illinois..  10': 

Indiana  * 

Iowa 4S 

Kansas 16': 

Kentucky 64 

Louisiana 64 
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(cents) 

Nebraska 20 

Nevada  10': 
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New  Jerse\' 16 

New  Mexico 09 

New  York 44 

North  Carolina  - 08 

North  Dakota 32 

Ohio 64 

Oklahoma.._ UVz 

Oregon 48 

Pennsylvania 12 
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South  Dakota 13 
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APPENDIX  C 

STATE  EXPENDITURES  FOR  ADVERTISING  AND  ECONOMIC  DEVELOPMENT  ACTIVITIES 

Fiscal  1960  and  1961 


Alaska 
Department  of  Commerce,  Division  of  Tourism  and 
Economic   Development 

CoNNF/rricuT 
Connecticut   De\elopnient   Commission- 

FlX)RIDA 

Florida  Board  of  Parks  and  Historic  Memorials 


Florida  Citrus  Commission — 


Florida  Development  Commission,^ 
Florida  Forest  Service- 


Florida  Game  and  Fresh  Water  Fish  Commission  - 

Florida  Nuclear  Development  Commission  — . 

Florida  State  Board  of  Conservation 

Stephen  Foster  Memorial  Commission _- 


Georgia 
Department  of  Commerce  . 


Illinois 

Division  of  Industrial  Planning  and  Development 

Illinois  Departmental  Information  Service 

Indiana 
Department  of  Commerce  and  Public  Relations — 
Purdue  University 

(1)  Canning  of  crops     


(2)  Northern  Indiana  muck  crops - 

(3)  Agricultural   marketing  

(4)  Utilization  of  farm  products  ... 


6 

24 

3 
62' 

145 

0 
1 

2  - 

0 

0' 

30 

8 

()■ 

II 
0 
0 
0 
0 


Iowa 

Iowa  Development  Commission,. 


$96,979 

88,800  ' 

15,077' 

6,192,7301  ' 

2,579,987  " 

15,700 

2,294  • 

3,900 

20,423 

22,604 

205,651  '" 

9:.000  '" 
2,824 


225,000" 


1135,000 
84,812  ' 
10,340  ' 

2,693,703  " 

14,000 

3,000' 

4,600 

21,343 

26,128 

425,000  ' 

147,128' 


10,310 

109.110 

10,000 

1(),0(K) 

10,000 

10,000 

65,000 

65,000 

50,000 

50.000 

225,000  ' 


EXPENBITXRE  BrEAKTOWN  BY  Ma.IOK  ACTIVITY 


Vacation  travel 
and  tourist 

promotion,  fiscal 

year  19^9-60 

(1960-61) 


S48,479 
(67,500) 

32.800  +  ' 
(29,900) 

13,077 
(10,340) 


1,529,696 
(1,501,925) 


22,604 
(26,128) 

14,055 
( 100,000) 


2,824 


Industrial  de- 

veloprnem  and 

promotion,  fiscal 

year  I9!9-Sn 

(1960-61) 


$48,500 
(67,500) 

56,000  = 
(54.912) 


687,790 
(675.312) 


191,596  " 
(325,000) 

93,000 
(147.128) 


2(X).000 
(200.000) 


Agriculture  d^ 

veloptnent  and 

promotion,  fiscal 

year  1959-60 

(1960-611 


See  page  46  fur  rtrfcrences. 
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STATE  EXPENDITURES  FOR 

ADVERTISING  AND  ECONOMIC  DEVELOPMENT  ACTIVITIES-Continued 

■ 

Staff 
total 

Total  Budget 

Expenditure  Breakdown  by  Major  Acnvirt'         | 

■ 

Vacation  travel 

and  tourist 

promotion,  fiscal 

year  l9S9-iO 

< 1960-61) 

Industrial  de- 
velopment and 
promotion,  fiscal 
year  1959-60 
(1960-61/ 

Agriculture  Jf-'l 
velopntertt  and  a 

^Hb/e  and  reporting  agency 

Expenditures, 

fiscal  year 

I9S9-60 

Appropriation. 

fiscal  year 

1960-61 

promotion,  fiscA 

year  19i9-tiO\ 

(1960-611     J 

Kansas 

Kansas   Highway   Commission 

0' 

S23,807 

59,782 
225,800 

710,795 

407,958 

105,219'- 

609,812  " 

34.1.636  •  ' 
100,000  •  ° 
451,340"^ 

352,065 

23,000 

50,000 
122,758 

255,972 
3IM,000 

705.585  •  ^ 

150.000 
435,706 

$20,000 

150.084 
286.800 

1.238.645 

684.357 

105.219'" 

578.000  " 

354,721  •  » 
100.000  • " 
451.340"*"^ 

387.250  •  ° 

23,000 

50,000 
122,758 
255,972 
317,292 
712,195  •  ' 

150,000  =■ 

1,112.000 

vii:scii 

(20,000) 

33,165 
(51,371) 

Kansas  Industrial  Development  Commission 

Kansas    Whpar    Commission 

9 

4 

$26/517 
(98,7H)  " 

$225,800  f 
(286,800) 

64437 
(80,460) 

Kentucky 

Depanmenr  of  Fconomic  Development 

Louisiana 

Commerrp  and   InHnsrrv 

Louisiana  Sweet  Potato  Advertising  and 
Development  Commission 

100 

25 

7 

134,412 
(184,357) 

22,598 
(200,000) 

646,558 
(1,158.185)  •= 

273,546 
(500,000)  " 

105  '19  t ' 

Maine 
Department  of  Economic  Development 

Maine  Depaitment  of  Agriculture  and 
Maine  Potato  Commission 

45 

20 

151,088 
(145,000) 

(105419) 

543,636 1  • 

(354,721) 
100  000  +  ' 

Maine    MilW    Prnfram 
Maine  Sardine  Council 

4 

15'" 

( 100,000; 
45U40*' 
(45U40)  » 

Maryland 
Maryland   Port   Anrhoriry 

Massachusetts 
Department  of  Agrirnlrnre 

Michigan 
Michigan  Department  of  Agriculture  .. 

I   Michigan  Cherry  Commiwion 

Michigan   Apple  Commission 

29 
6» 

2 

6 

352,065  t ' 
(387,250) 

23,000 

(23,000)  f 
50:000 

(SOfiOO) 
122.758 

(122,758)  +  ' 
255.972 
(255,972)  +  ' 

Michigan  Department  of  Economic  Development 
Michigan    Toiirisr   Council 

33 

11 

304,000 

(317,292) 

705,585 
(712,195) 

115,000 
(120,000) 

54.698 
(254,500) 

Minnesota 
Department  of  Business  Development... 

Vlississippi 
Agricultural   and    Industrial  Roard 

22 

25 

35,000 
(30,000) 

381,008 
(858,500)  » 

«e  page  46  for  references. 
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^    State  and  re 


STATE  EXPENDITURES  FOR  ADVERTISING  AND   ECONOMIC  DEVELOPMENT  ACTIVITIES-Continued 


State  and  reporting  ageticy 


Staff 
total 


Missouri 
Division  of  Geological  Survey  and  Water  Resources  16 

Division  of  Resources  and  Development- - 12 

Nevada  ^ 

Department  of  I'conomic  Development      - 4 

New  Hampshire 

Department  of  Agriculture _ -.-.-;- "  ' 

State  of  New  Hampshire  Recreation  Division 1  " 

New  Jersey 

Department  of  Conservation  and  Economic  Development  10  ' 

New  Mexico 

Department  of  De\elopment 

New  York 
State  Department   of  Commerce 


.     35 
300 


North  Carolina 
Advertising  Division,  Conservation  and 

Development  Department  .- - - 1 1 

Commerce  and  Industry  Division,  Conservation  and 

Development  Department    - 27 

Ohio 

Department  of  Industrial  and  I'conomic  Development 36 

Oklahoma 
Commerce  and  Industry _ — - 


Planning  and  Resources  Board,  Tourist  Division  . 

Orecon 
Oregon  State  Highway  Department,  Travel 
Information  Division  _ — 

Pennsylvania 
Department  of  Commerce 


South  Dakota 

Industrial  Development  Expansion  Agency.. 

Tennessee 
Coggin  Advertising  Agency 

See  page  46  for  references. 
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23 
10 

11 
38 
7 
9 


Total  Bcdcet 


Expenditures, 

fiscal  year 

19J9-60 


$100,184=' 
304,862  "^ 

80,476 

146,702  1  ' 
18,978  •  '■ 

200,000  " 

604,174 


500,000 
267,802 

79,350  " 

294,380 
124,160  "■ 

350,000 
215,000" 
55,525 
125,000 


Appropriation, 

fiscal  year 

1960-61 


$229,780  " 
322,052  ==^ 

89,531 

20,665  •  ' 

200,000" 
606,524 


500,000 
312,587 

171,896"  t  ' 

300,000 
82,500 

375,000 
215,000" 
81,950 
300,000 


Expenditure  Breakdown  by  Major  Activity 


Vacation  travel 

and  tottrist 
promotion,  fiscal 
year  19!9-60 
(1960-61) 


$192,606 
(195,605) 


18,978 
(20,665) 

100,000 
(100,000) 

262,380 
(179,452) 


Industrial  de- 
velopment and 
promotion,  fiscal 
year  1959-60 
(1960-61) 


$100,184 
(229,780) 
112,256 
(126,447) 


28,400 
(30,000) 


124,160 
(82,500) 


350,000 
(375,000) 

107,500 
(107,500) 


125,000 
(300,000) 


70,000 
(70,000) 

84,896 
(91,825) 


267,802 
(312,587)  ' 

50,950 
(141,896) 

294,380 
(300,000) 


Agrictilttire  de- 
velopment and 
promotion,  fiscal 
year  1959-60 
(1960-61) 


107,500 
(107,500) 

55,525 
(81.950) 


STATE   EXPENDITURES  FOR  ADVERTISING  AND   ECONOMIC   DEVELOPMENT  ACTIVITIES-Continued 


State  and  reporting  agency 


1    Tennessee— Continued 

Department  of  Conservation  and  Commerce,  Division  of 
Industrial   Development 


S/.7ff 
total 


Division  of  Information  and  Tourist  Promotion 

Virginia 

Department  of  Conservation  and  Economic  Development, 
Division  of  Industrial  Development  and  Planning 

Division  of  Public  Relations  and  Advertising 

Virginia  Bright  Flue-Cured  Tobacco  Commission 

Virginia  State  Apple  Commission 


Washington 
Apple  Advertising  Commission  

Department  of  Commerce  and  f.conomic  Development 

Fo'^r  Commission  - ^ 


0 
29  " 


Potato  Commission 


2  " 


0 
U 


Washington  State  Bulb  Commission    

Washington  State  Dair>-  Products  Commission 

Washington  State  Fruit  Commission 9  ' 

Washington  State  Seed  Potato  Commission 1  * 

Wheat  Commission  - ^ 


Wisconsin 
Conservation  Commission 


25 


Department  of  Agriculture '+ 

Resource  Development   Department 

University  of  Wisconsin  


30 
14 


Wyoming 
Wyoming  Natural  Resource  Board ' 

Plerto  Rico 
Economic  Development  Administration 4-7 

Puerto  Rico  Industrial  Development  Company 160 


Total  Bi  iHiKi 


Expemlittircs. 
fiiXal  vear 


5157,5(1(1  '• 
.;2S,(I(1(I 

194,000  '■ 

419,42> 

7,008 
117,192  • 

1,249,622 

967,915  ' 

64,000 

121,450 

7,050 
317,000 

364,689 

4,000 

136,565 

508,717 
160,274  ' 
292,530 
290,000 

66,250 

4.142,400  ' 
4,745,000 


fiscal  Vi'.ir 

I9f>i'i-6I 

Appropriation, 


b;!7.5()0    ' 

;:8,()(ii) 

234,300' 
492.475 

78,886  • 

1,249,622 

1,167,360" 

64.000 

121.450 

7.050  i 
317.000 

364.689 

4,000 

136,565 

515,940 
165,000  " 
287,530 
335,000 


4,4r,104' 
3,200,000 


lAPtNUITCRE  BrFAKOOVVX  BY  M  tJOU  .AcTIVnY 


Vacation  travel 
an  J  tourist 

promotion,  fiscal 

Vijr  I V^ 9 -611 

1 1960-61 • 


$328,000 
(328,000) 


259,978 
(247,000)  ' 


413.155 
(450,097) 


508,717 
(515,940) 


25,000 

Tisjm) 


560,100 
(603,062) 


InJtistrial  dc- 

veloptnettt  and 

promotion^  fiscal 

year  19^9-60 

11960-61) 


5537.500 
(357,500) 


84,250 

(101,600) 

128,024 

(178,000)  ' 


182.226 
(24«,920) 


267.530 

(287,530) 

40,000 

(45,000) 

66,250 


1,963J00 
(2,(MO,391) 


Agrictiltiire  Je- 

-jcloptiient  and 

protnotion.  fiscal 

year  19!9-60 

■11960-611 


57,0081 
117,192' 
(78.886) 

U49.622 
(U49/522)i 


64.000 
(64,000)  t 
121.450 
(121,450)  t 


317,000 

(317,000)  t 

J64xS89t 

(364.689) 

4.000  t 

14.000) 

136j65  t 

(136^65) 


121/S73' 
(125,500) 


2  50  WO 
(275.000) 


See  page  46  (or  references. 
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STATE   EXPENDITURES  FOR  ADVERTISING  AND  ECONOMIC   DEVELOPMENT  ACTIVITIES-Contlnued 


t  Denotes  a  tax  or  charge  levied  to  help  finance  the  advertising  or  economic  development  activity— see  Part  II. 
•  Denotes  a  grant  or  payment  to  private  organization (s)  to  further  the  develojimenc  activity— see  Part  II. 


*  Total  agency  budget  not  reported;  expenditure  breakdown  shown  deals  only  with 

advertisinf^  and  promotional  costs. 

"An  undesignated  portion  of  this  amount  is  directed  to  trade  and  agricultural 
promotion. 

'  Budget  reflects  cost  of  parks'  informational  folders  only.  No  salaries  or  adminis- 
trative costs  are  included. 

*  Five   headquarters  staff   plus  57   throughout  United   States,  Canada  and  Europe. 

*  Figures  do  not  include  administrative  expenses.  See  total  budget  figures. 
SocRCE:  Council  of  State  Governments. 

"Total  budget  includes  funds  for  administrative  costs  and  other  operations. 

'  Funds  cover  cost  of  nuttion  pictures  only. 

"Part-time  employees.  Salaries  not  included  in  budget  figures. 

"  No  full-time  employees. 

'"  Figures  do  not  include  cost  of  administration  and  salaries. 

"  An  undesignated  portion  of  this  amount  is  directed  to  advertising  and  tourism 
promotion. 

'^No  breakdown  of  expenditures  reported,  except  that  approximately  $47,000  is 
expended  for  advertising  and  printing. 

"The  amount  of  525,000  is  earmarked  during  each  of  the  two  years  for  municipal 
planning  assistance. 

"  An  undesignated  portion  of  these  funds  is  directed  to  Advertising  (Tourism  and 
Industrial). 

'^  These  figures  include  funds  for  local  planning  and  development,  economic  re- 
search, mapping  programs  and  nuclear  information. 

"5300,000  designated  for  advertising. 

'■  $78,945  of  total  directed  to  advertising  only. 

'*  Undesignated  portion  directed  to  operating  other  divisions  and  activities. 

"Fifteen  full-time  and  as  many  as  35  during  packing  season. 

■■  Dependent  on  tax  incon)e. 

"  Part-time  employees. 

*""AIl  funds  listed  are  directed  to  advertising  and  promotion.  Not  included,  for 
example,  is  $65,000  for  community  planning. 


^  An  undesignated  portion  is  directed  to  agricultural  development  and  promotion 

'  Estimate  of  total  funds  directed  to  economic  development  activity. 

''  Only  funds  listed  are  those  directly  applied  to  advertising  and  promotion. 

"  Plus  one  part-time  empl()yee. 

'  No  breakdown  reported. 

"  No  full-time  employees. 

''Plus  one  part-time  stenographer. 

"  Plus  casual  help,  but  excludes  research  personnel. 

^  Funds  listed  are  directed  solely  to  advertising  and  promotion. 

-  No  figures  reported. 

"Undesignated  portions  of  totals  directed  to  tourist  advertising  and  industrial  dcvel 

opnient  advertising. 
'  ''Economic  development"  expenditures. 
'■  Includes  $62,638  for  Oklaho7tw  Today  magazine. 
"Tourist  advertising  handled  by  Highway  Department. 
'  Approximate!)'  $112,000  directed  to  advertising  and  publications. 
'Planning  $47,250;  research  $62,500. 
"Planning  $57,200;  research  $75,500. 

"  Funds  listed  are  directed  solely  to  advertising  and  promotion. 
'  Plus  12  seasonal  emplo\'ees. 

"Includes  $203,101  for  urban  planning,  and  $169,433  for  research  and  administratior 
'Includes  $250,000  for  urban  planning,  and  $220,343  for  reseach  and  administration 
*  Plus  one  part-time  employee. 
"'  Plus  30  temporary  employees. 
"  Part-time  employee. 
'Approximately  $40,000  (one-half  of  which  represents  federal  funds)  is  directed  ti 

marketing  services. 
"An  undesignated  portion  directed  to  agricultural  research. 
"Administration  costs:  fiscal  1960,  $1,618,800;  fiscal  1961.  51,773,651. 
"Development  funds  directed  to  both  industrial  development  and  tourist  facilitie 

de\clopmcnt. 
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APPENDIX  D— Plant  Quarantine  Stat 

STATION  INFORMATION 

ions 

^^F^SoT^ 

Descriptioo  of  »talion  location 

Car  couDting  •jratem 

Dii»nc«  to  oear«ii  moid. 

rettiurjat.  gu  sutioa 

area 

Pcnoos 

rcstnxMU 
hIKl 

Pm»mo< 
penoss 

:4 

Located  in  Del  Norte  County  on  U.S.  101.  seven  miles  north  of  Smith  River. 
The  surrounding  area  consists  of  bulb  farms  intermingled  with  some  small 
residential  areas.  A  small  gas  station,  cafe  and  motel  are  located  300  yards  to 
the  south.  The  Pacific  Ocean  is  100  yards  to  the  west  and  the  Oregon  line  is 
Ys,  mile  to  the  north.  Station  building  is  of  the  3-lane  mountain  type. 

Visual                

7  miles  (Smith  River) 

98,044 

32 

80 

Redwcxjd  Highway 

Located  in  Del  Norte  County  on  U.S.  199.  45  miles  northeast  of  Crescent  City. 
Dense  forest  surrounds  the  area.  A  small  service  station,  cafe  and  motel  are 
located  300  yards  to  the  south.  The  Oregon  line  is  %  miie  to  the  north.  Sta- 
tion building  is  of  the  3-lane  mountain  type  but  is  unique  in  the  fact  that  it 
is  the  only  one  constructed  with  log  slabs  with  bark  attached. 

Visual  ... 

45    miles    (Crescent 
City) 

185,750 

38 

80 

Located  in  Siskiyou  County  on  U.S.  99,  two  miles  north  of  Hornbrook.  Small 
trees  and  sparse  brush  with  grass  predominating  surrounds  the  station. 
There  are  no  businesses  in  the  near  vicinity.  Station  building  is  of  the  4-lane 
mountain  type. 

Automatic  counter  _. 

20  miles  (Yreka) 

455,140 

45 

65 

Dorris 

Located  in  Siskiyou  County  on  U.S.  97,  one  mile  south  of  Dorris.  Flat  brush- 
land  surrounds  the  area.  A  small  restaurant-cafe  Is  100  yards  to  the  south 
of  the  station.  The  Southern  Pacific  Railroad  parallels  the  highway  to  the 
east.  Station  building  is  of  the  4-Iane  mountain  type. 

Visual      -         .. 

51  miles  (Weed) 

147,499 

30 

70 

Tulelake 

Located  In  Modoc  County  on  State  Highway  139.  23  miles  north  of  Canby. 
The  area  consists  of  flat  pine  timberland.  There  are  no  businesses  in  the 
area,  and  houses  for  state  personnel  are  the  only  houses  in  the  area.  Station 
i?  of  the  2-lane  mountain  type. 

Visual     ._     .   

42  miles  (Alturas)... 

84,984 

45 

SO 

Aliuras 

Located  in  Modoc  County  on  U.S.  395,  four  miles  northeast  of  Alturas.  Indian 
reservation  farmland  surrounds  the  station.  A  small  creek  and  the  Southern 
Pacific  Railroad  Is  to  the  west  of  the  station.  Station  Is  of  the  2-lane  moun- 
tain type. 

Visual 

4  miles  (Alturas) 

55,673 

50 

75 

Located  In  Sierra  County  on  U.S.  395.  17  miles  northwest  of  Reno.  Nevada. 
Range  brush  surrounds  the  area.  The  Western  Pacific  Railroad  parallels 
the  highway  to  the  west. There  are  no  businesses  in  the  vicinity  of  the  station. 
Station  is  of  the  2-lane  mountain  type. 

Visual 

65  miles  (Susanville). 

181,096 

30 

63 

Located  in  Nevada  County  on  U.S.  40.  one  mile  west  of  Truckee.  Station  is 
located  on  highway  right-of-way  and  Is  on  a  full  freeway.  Surrounding  area 
is  recreational  with  all  businesses  ofT  freeway.  Station  is  modern  5-lane  free- 
way type. 

Automatic  counter  .. 

2  miles  (Donnor  Lake 
area) 

645,099 

20 

60 

Located  in  El  Dorado  County  on  U.S.  50.  %  mile  west  of  Meyers.  Mountain 
residential  area  surrounds  the  station.  No  businesses  are  in  the  immediate 
vicinity.  Station  Is  of  the  2-lane  mountain  type. 

Visual 

30     miles     (Pollock 
Pines) 

169,382 

20 

60 

IWoodfords  (Seasonal)-... 

Located  in  Alpine  County  on  State  Highways  4  and  88.  %  mile  north  of  Wood- 
fords.  It  is  a  mountainous  area  with  pines  and  brush.  A  general  store,  service 
station  and  small  motel  are  Ya,  mile  south  of  station.  Station  consists  of 
living  quarters  for  inspector  and  cars  are  checked  on  shoulder  of  road. 

18  miles  (Meyers).-. 

5,852 

42 

SO 
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STATION  INFORMATION-Continued 


f.  ,  ■ 

l_                 Station 

Dtrscription  of  «tJttion  locaiinn 

Car  couDung  irttem 

Distance  lo  ncare*!  motel, 

!  resuuranc  gai  >tjlioa 

area 

PctMtlS 

usinj 
restroomt 
ial<)61 

Percent  o( 

pcrMns 

uiing 

rcttmoRM 

Percent  d 

people! 

atkiny  M 

ioformatiofl 

Located  in  Mono  County  on  U.S.  395,  nine  miles  north  of  Colevillc.  Topaz 
Lake  is  about  300  yards  to  the  east  and  a  steep  mountain  to  the  west.  There 
are  some  businesses  along  the  lake.  Station  is  of  the  2-lane  mountain  type. 

9  miles  (Topaz) 

101,725 

40 

75 

Located  in  Mono  County  on  U.S.  6,  35  miles  north  of  Bishop.  Area  is  a  high 
valley  with  sage  brush.  No  businesses  in  immediate  area.  Station  is  of  the 
2-lane  mountain  type. 

Visual 

35  miles  (Bishop) 

75,128 

45 

75 

Ycrmo 

Located  in  San  Bernardino  County  on  U.S.  91,  two  miles  east  of  Vermo.  Sur- 
rounding area  is  desert  land  with  brush.  Restaurant,  gas  station,  and  motel 
located  yi  niile  west  of  station.  Union  Pacific  Railroad  parallels  highway 
south  of  station.  Station  is  the  4-lane  desert  type. 

Automatic  counter  . . 

13  miles  (Barstow)  .. 

1,085,831 

40 

60 

Located   in  San   Bernardino  County  on  U.S.  66.  five  miles  east  of  Daggett. 
Surrounding  area   is  desert  land   with   brush.   Santa   Fe  Railroad   is  about 
100  yards  north  of  the  station.  No  businesses  are  in  the  immeJiate  area. 
Station  is  the  4-lane  desert  type. 

Automatic  counter  __ 

13  miles  (Barstow)  .. 

549,970 

40 

75 

Twentynine  Palms 

Located  in  San  Bernardino  County  on  Amboy-Twentynine  Palms  Road   10 
miles  east  of  Twentynine  Palms.  Surrounding  area  is  desert  land  with  brush. 
Five  acre  homesteads  with  a  minimum  house  per  homestead  surround  the 
station.  No  businesses  are  near  station.  Station  is  the  2-lane  mountain  type. 

Automatic  counter  .. 

10    miles    (Twenty- 
Palms) 

116,718 

45 

80 

Vidal 

Located  in  San  Bernardino  County  at  junction  of  U.S.  95  and  Parker-Desert 
Center  Road   six   miles   north  of  Vidal.    Surrounding  area   is   flat  desert 
with  brush.  A  restaurant,  gas  station,  motel  business  is  across  the  street 
from  the  station  to  the  west.  The  station  checks  traffic  from  the  north  and 
east  so  consists  of  2-lane  sheds  with  office  between. 

Visual - 

50    miles    (Needles) 
50  miles  (Blvthe) 
118  miles  (Indio) 

48,849 

45 

80 

Blythe 

Located  in  Riverside  County  on  U.S.  60-70.  four  miles  east  of  Blythe.  Farm- 
land surrounds  the  station.  Colorado  River  }4  mi'e  to  east.  No  businesses 
near  station.  Station  is  on  highway  right-of-way  and  is  of  the  5-lane  freeway 
type. 

Automatic  counter  . . 

2  miles  (East  Blythe) 

597,808 

40 

75 

Located  in  Imperial  County  on  U.S.  80.  five  miles  west  of  Winterhaven.  Sur- 
rounding area  is  desert  brushland.  The  Southern  Pacific  Railroad  parallels 
the  highway  just  north  of  the  station.  A  small  cafe  is  about  300  feet  west  of 
the  station.  No  other  businesses  in  the  area.  Station  is  of  the  4-lane  desert 
type. 

Visual 

41   miles  (Holtville). 

406,129 

30 

75 
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POLICY  ACTION  TAKEN  ON  THE  REPORT,  "IMPLEMENTATION  OF 
THE  CALIFORNIA  STATE  CAPITOL  PLAN" 

Summary  of  Action  Taken  by  the  Assembly  Interim  Committee  on 
Ways  and  Means,  November  27-28,  1962 


1.  That  the  consultant's  report  be  approved  without  amend- 
ment. 

2.  That  the  acquisition  of  needed,  but  currently  unowned,  lands 
within  the  Capitol  Plan  area  be  phased  over  a  five-year  period. 

3.  That  in  staffing  the  land  acquisition  program,  consideration 
be  given  to  the  retention  of  land  acquisition  officers  on  con- 
tract to  supplement  the  capacities  of  existing  land  acquisition 
staffs  in  cases  where  such  supplementation  is  necessary  to: 

(a)  Avoid  delays  or  conflicts  with  the  other  land  acquisition 
programs. 

(b)  Provide  generous  time  for  negotiations  with  property 
owners  to  avoid  any  inequities  which  might  result  from 
undue  speed. 

(c)  Reduce  the  number  of  acquisitions  which  require  costly 
condemnation  trials. 

4.  That  the  acquisition  priorities  be  based  on  physical  planning 
considerations  which  will  allow  maximum  flexibility  in  meet- 
ing possible  unforeseen  changes  in  the  Capitol  Plan,  its  tech- 
nical assumptions,  or  the  financial  abilities  of  the  State.  Spe- 


cifically, it  is  recommended  that  properties  be  acquired 
outward  from  the  core  of  existing  ownership  and  that  acqui- 
sitions be  phased  to  achieve  compact,  contiguous,  and  gen- 
erally rectangular  patterns  of  State  ownership  during  the 
acquisition  program. 

5.  That,  to  the  extent  that  it  is  compatible  with  Recommenda- 
tion 4,  the  more  rapidly  appreciating  properties  be  acquired 
first. 

6.  That,  in  addition  to  any  appropriation  made  to  fund  a  phase 
of  acquisition,  additional  funds  be  made  available  for  pur- 
chases within  the  plan  area  at  the  discretion  of  the  Depart- 
ment of  Finance  to  meet  unusual  opportunities,  threats,  or 
hardship  cases.  Initially  such  discretionary  appropriations 
should  not  exceed  |1, 500,000. 

7.  That  the  Capitol  Building  and  Planning  Commission  be  re- 
quested to  consider  possible  ways  in  which  the  total  cost  of 
the  land  might  be  reduced  by  minor  changes  in  the  plan 
boundaries  and  without  serious  compromise  with  the  pro- 
gram or  design  elements  of  the  plan. 


1^.     SECTION  I  SUMMARY  OF  FINDINGS 

AND  RECOMMENDATIONS 


> 


I.  SUMMARY  OF  FINDINGS  AND  RECOMMENDATIONS 


A.  FINDINGS 
I .  Scope  of  Problem 

Of  the  201.47  gross  acres  within  the  Capitol  Plan  area, 
63.74  acres  remain  for  acquisition  by  the  State.  This  acreage 
is  spread  over  all  or  portions  of  36  blocks  and  is  comprised 
of  544  parcels  and  approximately  510  ownerships.  Map  I 
on  page  44  shows  ownership  patterns  within  the  plan  area. 


TABLE  1.     DIFFERENTIAL  APPRECIATION  RATES 


Group 
(a) 

2._. 
3  .... 


Parcels 
<b) 

80 

156 

308 

Totals....  544 


Estimated  current 

market  value 

(c) 

$9,700,000 

8,700,000 

11,100,000 

$29,500,000 


Appreciation  rate/year 


Range 

(d) 

^10% 
5-9% 
^4% 


Center  point 

(e) 

12% 

7% 

3% 


Weighted  average  7.14% 


2.  Current  Market  Value 

The  properties  remaining  for  acquisition  have  an  estimated 
current  market  value  of  between  27  and  30  million  dollars. 
Analysis  of  unavoidable  appreciation  and  overhead  costs 
suggests  that  the  total  acquisition  cost  may  be  not  less  than 
35  million  dollars  and  under  some  circumstances,  could  be 
appreciably  more. 

3.  Differential  Appreciation  Rates 

Because  of  differences  in  city  zoning,  differing  proximity 
to  existing  commercial  development,  and  other  factors, 
some  portions  of  the  plan  area  will  appreciate  in  value  more 
rapidly  than  others.  These  areas  of  differential  appreciation 
are  summarized  in  Table  1  and  shown  on  Map  2  on  page 
45. 


4.  Minimum  Acquisition  Time 

Because  of  manpower  limitations,  the  large  number  of 
ownerships  and  associated  negotiations,  and  crowded  court 
calendars,  it  is  probably  not  possible  to  acquire  all  the  prop- 
erties in  less  than  five  years.  This  five-year  acquisition 
period  is  the  minimum  program  time. 

Acquisitions  can  be  distributed  in  different  ways  over 
the  five-year  period  or  they  can  be  spread  over  longer 
periods.  Each  of  these  distributions  and  total  time  periods 
has  an  associated  set  of  costs  reflecting  appreciation  effects 
and  various  overhead  premiums.  In  addition,  the  five-year 
crash  programs  will  interfere,  to  different  degrees,  with 
land  acquisition  activities  for  other  programs.  These  inter- 
ferences are  among  the  intangible  costs  which  must  be 
weighed  along  with  measurable  dollar  differences  among 
alternative  programs. 

5.  Alternative  Strategies  for  Determining 
Acquisition  Priorities 

Just  as  there  are  alternative  ways  to  distribute  the  acquisi- 
tion of  properties  over  the  years  of  an  acquisition  program, 
so  there  are  alternative  ways  in  which  to  structure  the 
sequence  in  which  properties  are  purchased.  Two  major 
alternative  strategies  have  been  analyzed  in  pure  form; 
other  compromise  prioritv'  strategies  can  be  designed  and 
evaluated. 

a.  The  Least  Cost  Strategy:  Buy  those  properties  first  which 
are  appreciating  most  rapidly  in  order  to  minimize  the 
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effects  of  appreciation.  In  some  cases,  absolute  values  of 
properties  need  also  to  be  considered. 

b.  The  Hedge  Strategy:  Buy  properties  from  the  inside  out 
(that  is,  outward  from  the  core  of  existing  ownership) 
so  that  at  any  time  during  the  acquisition  program  the 
state  will  have  a  pattern  of  compact  and  contiguous 
ownerships.  By  this  strategy,  the  state  will  have  a  man- 
ageable rectangular  area  of  land  should  the  plan  or  its 
assumptions  be  altered  for  any  reason  and  will  be 
hedged  or  insured  against  ending  up  with  scattered  par- 
cels of  little  value  should  the  full  plan  in  its  present 
form  fail  of  achievement.  There  is  an  added  cost  as- 
sociated with  the  hedge  strategy  which  can  be  regarded 
as  an  insurance  premium.  If  the  hedge  is  needed,  how- 
ever, the  premium  is  free. 

6.  Borrowing 

Because  interest  is  paid  on  the  net  moneys  paid  for  land 
and  upon  the  overhead  costs  of  land  acquisition,  careful 
measurements  of  overhead  are  an  important  element  in 
computing  whether  it  is  advantageous  to  borrow  money 
to  buy  land. 

The  question  of  whether  it  is  economically  prudent  to 
borrow  money  to  buy  land  can  be  a  complex  one  involv- 
ing at  least  the  following  variables: 

a.  Land  cost. 

b.  Interest  rate. 

c.  Method  of  repayment. 

d.  Period  of  loan. 

e.  Overhead  costs  of  land  acquisition. 

f.  Estimated  appreciation  rate(s). 

g.  The  period  over  which  the  appreciation  rates  would  apply  if 
the  land  in  question  is  not  immediately  purchased  with  bor- 
rowed money. 

h.  Opportunity  costs. 


Given  the  substitution  of  numbers  or  ranges  of  numbers 
for  these  variables,  it  is  possible  to  calculate  an  answer  to 
the  borrowing  question  for  any  set  of  circumstances.  A 
suggested  test  of  the  prudence  of  borrowing  is  given  in 
Appendix  D.  Given  the  current  level  of  precision  and 
reliability  in  estimates  of  overhead  and  appreciation  rates, 
borrowing  is  likely  to  be  clearly  justified  only  with  respect 
to  the  most  rapidly  appreciating  group  of  properties.  It 
will  probably  not  prove  justified  for  the  purchase  of  the 
least  rapidly  appreciating  group  and  wmv  be  justified  with 
regard  to  the  middle  group  depending  upon  the  results  of 
more  refined  studies. 

7.   Offsetting  Income 

There  are  obvious  possibilities  of  obtaining  offsetting  in- 
come from  interim  uses  of  lands  acquired  for  long-term 
needs. 

a.  Revenue  rate  of  $7/stall/month  (or  even  at  $10/stall/- 
month)  is  not  sufficient  to  amortize  the  full  costs  of 
acquisition  and  development  of  lots  (neglecting  opera- 
tional overhead)  on  a  selj -sustaining  basis  even  if  the 
following  generous  assumptions  are  made: 

( 1 )  The  least  costly  areas  will  be  considered. 

(2)  Money  can  be  borrowed  at  4  percent  per  year. 

(3)  Loans  can  be  paid  off  over  20  years. 

Only  by  pooling  parking  revenue  from  some  or  all  lots 
in  Sacramento  (or  statewide)  could  this  source  of  income 
contribute  to  land  acquisition  within  the  plan  area.  Exact 
amounts  would  of  course  depend  on  locations,  character 
of  the  pooling  structure,  overhead  factors,  and  other  facts 
and  policies  not  currently  known  or  decided.  The  complex 
question  of  financing  parking  structures  is  not  dealt  with 
in  this  report. 
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b.  Income  might  be  generated  from  interim  leasing  ar- 
rangements. Without  more  specific  analysis,  based  on 
policy  questions  raised  in  this  report,  the  probable  net 
amount  realizable  from  such  arrangements  cannot  be 
determined. 

c.  The  plan  suggests  that  some  state  lands  within  the  ac- 
complished plan  area  be  leased  to  private  operators  of 
restaurants,  filling  stations,  banks,  stores,  etc.  The  net 
amounts  to  be  realized  from  such  leases  cannot  be  cal- 
culated at  this  time.  Accordingly,  this  potential  source  of 
offsetting  revenue  is  noted  but  not  examined. 

8.  Effects  on  City  and  County  Tax  Levels 

The  loss  of  property  taxes  from  the  64  acres  to  be  acquired 
would  be  approximately  1.06  per  cent  of  city  revenues  and 
0.60  per  cent  of  county  revenues.  Losses  at  this  level  spread 
over  the  acquisition  program  and  balanced  by  tax  revenues 
from  a  growing  city  with  a  vigorous  downtown  area  are 
negligible  and  can  be  disregarded  in  evaluating  alternative 
strategies  and  programs. 

B.  RECOMMENDATIONS 

I.  Priority  Strategies 

Table  2  on  page  14  summarizes  the  6  alternative  acquisition 
programs  and  the  two  alternative  strategies  formally  ana- 
lyzed in  this  report.  It  can  be  seen  in  Columns  (o)  and  (p) 
that  any  of  the  least  cost  strategies  is  less  expensive  than  any 
of  the  comparable  hedge  strategies.  The  cost  difference  is 
the  price  of  the  hedge.  Depending  upon  the  Committee's 
evaluation  of  the  likelihood  of  alteration  or  abandonment  of 


the  plan  in  its  present  form,  the  price  of  the  "insurance  pre- 
mium" may  seem  a  bargain  or  exorbitant.  It  should  be  noted 
that  the  insurance  premiums  represent  1.2,  1.5,  or  2.0  per 
cent  of  the  total  project  cost  (given  five-year  programs)  if 
the  insurance  is  not  needed;  i.e.,  if  the  plan  is  carried  out  in 
its  present  form.  If  the  insurance  is  needed,  the  full  costs 
are  not  incurred  and  the  insurance  is  free. 

2.  Acquisition  Programs 

Any  of  the  five-year  crash  acquisition  programs  is  econom- 
ically more  favorable  than  any  of  the  longer  programs. 
The  crucial  evaluation  of  program  duration  turns  upon  a 
weighing  of  the  extra  costs  of  long  programs  against  the 
value  of  reduced  interference  with  other,  ongoing  land 
acquisition  programs  conducted  by  the  Department  of 
Finance  for  other  state  agencies.  In  this  regard,  the  three 
five-year  programs  can  be  ranked  by  the  estimates  in 
column  ()). 

3.  Summary 

The  numbers  appearing  in  Table  2  and  in  subsequent  tables 
have  been  calculated  from  quite  exact  and  specific  numer- 
ical assumptions.  Since  these  assumptions  are  necessarily 
less  precise  than  their  form  suggests,  it  should  be  kept  in 
mind  that  one  needs  only  enough  accuracy  to  provide 
reasonable  assurance  that  ra7ik  orders  of  costs  among  alter- 
natives are  reliable.  In  arriving  at  policy  determinations  in- 
volving weighted  intangibles,  only  relative  numerical  ac- 
curacy is  required. 

\\'ithin  this  general  caution,  it  is  suggested  that  legisla- 
tive policy  determinations  should  be  focused  on  these  ques- 
tions: 
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a.  What  acquisition  program  time  should  be  established 
and  how  should  acquisition  be  distributed  over  the  years 
of  the  program?  At  issue  are  the  large  appreciation  pen- 
alties associated  with  long  programs  balanced  against 
cash  flow  problems  and  against  decreasing  interference 
with  land  acquisition  programs  for  other  state  agencies 
and  departments.  Also  involved  is  the  probability  that 
higher  land  prices  will  be  paid  if  larger  numbers  of 
acquisitions  are  decided  in  court  trials.  The  proportion 
of  such  cases  is  increased  by  excessive  pressure  on  owners 
during  accelerated  negotiations. 


Are  the  risks  of  possible  changes  in  the  plan  sufficient 
to  justify  the  costs  of  insurance  in  the  form  of  the  hedge 
strategy  and  priority  structure?  In  general,  and  on 
strictly  economic  grounds,  the  consultants  regard  any 
of  the  five-year  programs  as  superior  to  any  of  the  longer 
ones.  Determinations  between  strategies  and  among  the 
five-year  programs  must  be  based  on  policy  judgments 
by  the  Committee  and  the  legislature  regarding  relative 
values,  relative  risks,  and  the  opportunity  costs  associ- 
ated with  a  $35  million  land  acquisition  program. 


TABLE  2 

.     CHARACTERISTICS  OF  ALTERNATIVE  LAND  ACQUISITION  STRATEGIES 

AND  PROGRAMS 

Pro- 
gnm- 
.  num- 
ber 

Program 
name 

acquired  parceli  by  program  year 

Staffing 

character!!  ticB 

Interference 

with  other 
programs 

IXttributions  of 
acquiiitiooi  by 

Basic  minimum  cott 

land  plui  unavoidable 

overhead  plua  appreciatioD 

Leiit  cost  itntegy 

iocremental  co*t> 

overhetd  plui  appreciatioD 

Hedge  •trttegr 

iocremeatal  ooiu 

overhead  plut  appreciatioD 

1 

2 

J 

4 

5 

Additional 
yean 

tiaUoD 

SetUt- 
mcDt 

Trial 

t" 

0>) 

(0 

(d) 

(«) 

(0 

(g) 

(h) 

(!) 

G) 

(k) 

(1) 

(m) 

(o) 

(0) 

(P) 

1 

2 
3 
4 

5 
6 

Super  Crash 

Contractor 
Crash 

Staff  Crash 

Business  as 
Usual 

Fifteen  Years 
Twenty  Years 

190 

110 

100 

70 

35 
25 

160 

310 

300 

80 

35 
25 

65 

50 
70 
70 

35 
25 

60 

30 
30 
65 

35 
25 

70 

45 
45 
60 

35 
25 

(none) 

(none) 
(none) 
(5)  1 40 

(10)  I  35 
(15)x25 

Maximum  use  of 
staff  and  contract 
land  agents.  Up  to 
20  appraisers  and  20 
negotiators.  Sub- 
stantial administra- 
tive problems  of 
control. 

Use  of  6-8  contract 
land  appraisers  and 
agents.  Lowered  de- 
mands on  state  staff. 

Minimum  use  of  out- 
side consultants.  Use 
of  staff  from  Division 
of  Highways. 

Regular    procedures 
and  existing  staffing 
with   modest   use  of 
Highways  or  outside 
staff  as  local  work- 
loads may  require. 

No  additional  staff, 
normal  procedures. 

No  additional  staff, 
normal  procedures. 

Maximum 

Moderate 

Substantial 

Minimum 

Minimum 
Minimum 

40% 

60 
70 
75 

75 
75 

40% 

30 
25 
20 

20 
20 

20% 

10 

5 

5 

5 
5 

?3S,000,000i'> 

35,000,000 
35,000,000 
35,000,000 

35,000,000 
35,000,000 

«325,000 

457,000 

0 

1,941,000 

6-8,000,000'" 
15-17,000,000<'i 

707,000 

543,000 

419,000 

3,537,000 

9-ll,000,000i«' 
18-21,000,0001" 

Footnotes; 

»  The  foilowinR  elements  are  included  in  the  835,000,000  basic,  minimum  cost:  Current  land  value  S29.S0O.0O0; 
minimum  fixed  overhead  Jl. 800,000;  minimum  appreciation  effect  $3,000,000;  minimum  combination  of  in- 
cremental appreciation  and  overhead  effects  2340,000 — Total  $35,140,000. 


*  Appreciation  figured  on  the  basis  o(  5%  per  year  overall;  i.r.  2.14%  year  less  than  the  calculated  weighted 
average  of  estimated  differential  appreciation  rates.  This  rate  applied  on  the  assumption  that  purchases  of 
equal  initial  value  made  yearly. 


SECTION  II  BACKGROUND 


II.  BACKGROUND 


A.  ORIGINS  OF  THE  CALIFORNIA  STATE 
CAPITOL  PLAN 

Through  its  enactment  of  Chapter  1952  of  the  Statutes  of 
1959,  the  Legislature  created  the  Capitol  Building  and  Planning 
Commission  and  charged  it  with  the  preparation  of  a  master 
plan  for  the  orderly  development  of  the  capitol  area.  The  fin- 
ished plan  was  to  be  submitted  to  the  Legislature  in  1961. 

Governor  Brown  appointed  13  commissioners  in  October  of 
1959^  and  arranged  that  the  new  commission  should  receive 
professional  assistance  from  a  staff  co-ordinator  assigned  from 
the  State  Office  of  Planning. 

B.  PLAN  FORMULATION 

In  July  of  1960  the  commission  retained  the  planning  and 
architectural  firms  of  Livingston  and  Blayney  and  of  John  Carl 
Warnecke  and  Associates  and  authorized  them  to  prepare  a 
formal  plan  on  the  basis  of  co-operative  work  with  the  staff 
co-ordinator  and  participation  from  various  executive  agencies 
of  the  state  government.  The  costs  of  this  consulting  study 
were  met  by  contributions  of  1 15,000  from  the  City  and 
County  of  Sacramento,  matched  by  a  $30,000  state  contribu- 
tion. 

C.  APPROVAL  AND  ADOPTION 

In  December  of  1960,  after  hearings,  study  sessions,  and  final 
revisions,  the  completed  plan  was  approved  by  the  commission 
and  transmitted  to  the  Legislature  as  earlier  provided.  Upon 
receiving  the  plan,  the  Legislature  gave  its  approval  in  Chapter 
248  of  the  Statutes  of  1961.  This  statute,  formally  adopting  the 
plan,  is  embodied  in  the  Government  Code  as  Section  8169.5, 
Title  2,  Chapter  2.8. 

■  See  Appendix  B  for  list  of  the  Capitol  Building  and  Planning  Commissioners. 
'  A  transcript  of  this  hearing  has  been  published  by  the  subcommittee  under  the 
title,  "Edited  Transcript  of  Hearing  of  the  Subcommittee  on  Capital  Outlay." 
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D.  RECENT  ACTIONS 

Although  the  plan  was  formally  approved  and  adopted  in 
1961,  no  specific  steps  were  taken  to  formulate  and  approve 
capital  budgets  for  the  continuing  and  long-term  achievement 
of  the  plan.  During  its  1962  session,  the  Legislature  authorized 
an  emergency  appropriation  of  $500,000  to  acquire  land  east 
of  the  Capitol  Park  which  was  threatened  by  substantial  devel- 
opment. The  need  for  such  emergency  action  and  the  likeli- 
hood of  continuing  threats  to  the  integrity  of  the  plan  led 
Assemblyman  Z'berg  to  introduce  H.R.  62  calhng  for  an  in- 
terim study  of  programs  to  close  the  gap  between  plan  approval 
and  effective  budgetary  mechanisms  for  implementation. 

H.R.  62  was  referred  to  the  Assembly  Interim  Commit- 
tee on  Ways  and  Means  and  assigned  to  its  Subcommittee  on 
Capital  Outlay.  The  subcommittee  heald  a  hearing  *  in  Sacra- 
mento on  September  7,  1962,  and  initiated  subcommittee  studies 
with  assistance  from  the  \\'ays  and  Means  Comrmttee  staff  and 
from  consultants. 

E.  CURRENT  AND   FORTHCOMING  CAPITAL 
BUDGET   PROPOSALS 

The  current  Fire-year  Construction  Frogram  calls  for  the 
acquisition  of  land  in  1965-66  for  the  site  of  a  nine-million-dol- 
lar office  building.  This  project,  which  would  be  in  the  Capitol 
Plan  area,  is  listed  as  Priority  Number  8  in  the  Department  of 
Finance  section  of  the  construction  program. 

The  Department  of  Finance  is  currently  revising  this  priority 
schedule  to  provide  for  a  construction  appropriation  for  this 
building  in  1963  and  for  the  deletion  of  the  item  for  land  acqui- 
sition. It  will  be  proposed  that  the  office  building  be  erected 
on  land  already  owned  by  the  State  in  the  block  bounded  by 
Seventh,  Eighth,  N  and  O  Streets.  This  capital  budget  item  and 
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its  proposed  but  unsubmitted  revisions  is  the  only  specific  un-  initiated  when  plans  of  the  owners  to  construct  a  costly  apart- 
funded  proposal  which  would  in  any  way  affect  the  plan.  ment  building  were  approved  by  the  City  Planning  Commission. 
In  addition  to  these  proposals,  the  Department  of  Finance  This  situation  (i.e.,  of  the  state  having  to  negotiate  for  pur- 
will  request  the  appropriation  of  $176,000  to  acquire  three  chase  to  prevent  the  use  of  land  within  the  plan  area  for  costly 
parcels  in  the  block  bounded  by  15th,  16th,  L,  and  Capitol,  private  developments  contrary  to  the  plan)  will  doubtless  recur, 
which,  during  the  1962  interim  period,  were  threatened  by  and  it  is  one  that  must  be  provided  for  in  any  acceptable  acqui- 
expensive  development  contrary  to  the  plan.  Negotiations  were  sition  program. 
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III.  PERSPECTIVES  OF  THE  STUDY 


A.  THE  POINTS  AT  ISSUE 

The  California  State  Capitol  Plan  is  not  itself  part  of  the  sub- 
ject matter  of  this  report;  the  design  details  of  the  plan  and  its 
assumptions  will  not  be  examined  since  they  already  have  been 
approved  and  adopted  by  the  commission  and  the  Legislature  and 
are  among  the  "givens"  of  the  present  inquiry/'  It  is  assumed 
that  legislative  adoption  of  the  plan  constitutes  a  policy  favoring 
some  kind  of  implementation  of  the  plan.  At  issue,  then,  is  not 
whether  the  plan  will  be  carried  out  but  how  it  might  be  carried 
out. 

Few  legislators,  or  any  other  parties  with  interests  in  the  plan, 
would  favor  its  implementation  at  any  cost.  Accordingly,  the 
present  inquiry  is  narrowly  focused  upon  the  identification  of 
alternative  land  acquisition  strategies  and  their  alternative  price 
tags.  It  is  suggested  that  reasonable  and  responsible  legislative 
policy  will  follow  from  a  balanced  and  exphcit  consideration 
of  the  following  aspects  of  alternative  land  acquisition  strategies: 

1.  Uncertainties. 

2.  Risks. 

3.  Costs. 

4.  Administrative  and  legal  feasibihties. 

5.  Impacts  upon  local  governments. 

6.  Equity  to  property  owners. 

7.  Competing  needs  of  other  state  programs. 

B.  SOME  CHARACTERISTICS  OF  THE  PROGRAM 

Contingency  analysis  is  the  technical  name  for  the  body  of 
methods  relevant  to  the  elucidation  of  practical  political  and 
administrative  problems  such  as  the  one  here  considered.  It 
stands  for  a  body  of  methods  because  contingency  problems  re- 
quire that  various  techniques,  drawn  from  finance,  statistics, 

'  A  summary  of  the  more  important  assumptions  of  the  plan  is  included  in  this 
report  as  Appendix  C. 


and  law,  to  cite  just  some  of  the  sources,  be  focused  on  the  de- 
sign of  strategies  and  programs  which  will: 

1.  Satisfy  a  spread  of  differetit  kinds  of  requirements  (social, 
pohtical,  economic,  etc.). 

2.  Meet  cost  criteria. 

3.  Work  reasonably  well  no  matter  what  happens  in  the  fu- 
ture. 

An  acceptable  land  acquisition  strategy  and  capital  budget 
for  the  implementation  of  the  Capitol  Plan  must  serve  all  rele- 
vant interests  to  the  maximum  extent  that  resources  and  tech- 
nical constraints  will  allow.  The  capacity  of  a  program  to  pro- 
vide such  service  is  most  crucial  in  those  circumstances  where 
its  controlhng  assumptions  about  the  future  turn  out  to  be  true. 
In  other  words,  a  program  must  work  well  in  the  circumstances 
for  which  it  is  designed. 

But  even  the  best  and  most  Ukely  forecasts  have  a  probabiIit\- 
of  error.  The  bottom  may  drop  out  of  the  local  real  estate 
market;  a  subsequent  state  government  may  decentralize  state 
offices  and  employment;  growth  rates  may  be  less  (or  more) 
rapid  than  anticipated.  Since  the  controlling  assumptions  of  the 
State  Capitol  Plan  may  not  turn  out,  a  satisfactor>-  implementa- 
tion program  must  also  work  reasonably  well  if  they  do  not  turn 
out.  It  must  have  "off  design"  capabiUt>-. 

If  it  is  the  case  that  one  of  the  better  programs  for  coping 
with  the  most  Ukely  state  of  affairs  has  Uttle  capabilit>-  for  deal- 
ing with  other  eventualities,  it  is  reasonable  to  give  up  a  little 
bit  of  "design"  capability  to  buy  a  lot  of  "off  design"  capabilit>-. 
The  ratio  of  the  "prices"  in  this  sense  should  be  roughly  the 
ratio  of  the  probabilit>-  of  the  most  Ukely  predictions  being 
true  to  the  probability-  of  their  being  false.  This  "price"  ratio  is 
also  affected  by  the  magnitude  of  the  costs  which  might  be  in- 
curred if  the  basic  predictions  turn  out  to  be  wrong.  It  is  often 
prudent  to  pay  extra  for  a  hedge  position  as  msurance  against 
unlikely  disaster. 
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C.  LIMITATIONS  ON  METHODS  AND  SOLUTIONS 

Because  of  the  uncertainties  about  the  near  and  mid-range 
future,  the  problem  cannot  be  solved  simply  by  the  applied 
mathematics  of  minimizing  a  cost  function  subject  to  a  set  of 
linear  constraints.  It  is  equally  important  to  note  that  the  prob- 
lem is  not  one  to  be  solved  by  game  theoretical  methods,  which 
are  often  helpful  when  a  problem  can  be  stated  as  a  conflict 
of  interest  between  opposing  sides.  In  a  land  acquisition  pro- 
gram, the  interests  of  the  state  include  those  of  subordinate 
levels  of  government,  of  property  owners,  and  of  competing 
state  programs.  The  conflict  model  is  inappropriate  because 
there  is  no  conflict;  the  state  must  consider  all  relevant  inter- 
ests as  its  own  and  seek  reasonable  compromises  where  re- 
sources or  circumstances  make  impossible  the  full  satisfaction 
of  all  component  interests. 

Another  important  characteristic  of  the  problem  of  designing 
satisfactory  land  acquisition  strategies  is  that  it  does  not  admit 
of  a  unique  solution.  There  is  no  "best"  strategy  or  best  capital 
budget  to  implement  the  State  Capitol  Plan.  This  lack  of  a  single 
best  solution  is  due  in  part  to  the  uncertainties  about  the  future 


but  more  importantly  to  the  inevitable  and  legitimate  differences 
of  opinion  which  will  emerge  in  regard  to  the  estimation  of  risks 
and  the  weighing  of  opportunity  costs. 

Should  the  Legislature  appropriate  $35,000,000  for  acquisi- 
tion of  land  around  the  Capitol,  the  opportunity  costs  associated 
with  this  program  are  equal  to  what  $35,000,000  could  have 
purchased  in  other  programs.  The  opportunity  costs  of  a  pro- 
gram are  what  must  be  given  up  to  achieve  it,  estimated  in  terms 
of  what  the  allocated  resource  might  have  purchased  if  other- 
wise allocated. 

Although  there  is  no  "best"  solution,  there  are,  in  this  case, 
several  solutions  which  may  be  deemed  better  than  others.  Sub- 
sequent sections  of  this  study  will  outline  in  detail  the  range 
of  these  most  reasonable  programs  and  off^er  some  suggestions 
on  the  acquisition  strategies  which  are  to  be  preferred  on  the 
basis  that  they: 

1 .  Serve  most  interests  most  adequately. 

2.  Minimize  risks. 

3.  Involve  minimum  costs  consistent  with  the  other  two 
criteria. 
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IV.  FACTS  AND  FIGURES 


A.  SCOPE  OF  THE  PROBLEM 

The  gross  area  within  the  Cahfornia  State  Capitol  Plan  area 
is  201.47  acres.  Of  this  area,  streets  and  alleys  occupy  57.53 
acres.  Of  the  net  143.94  acres  the  state  owns  or  is  acquiring 
71.39  acres.  Of  the  remaining  land,  the  plan  calls  for  8.82 
acres  to  be  left  in  existing  public  or  private  ownerships  as 
shown  in  Table  3.  If  the  plan  is  to  be  realized  in  its  entirety, 
63.74  acres  must  be  acquired  or  otherwise  controlled. 


TABLE  3.     PROPERTIES  TO  RE/AAIN  IN 
EXISTING  OWNERSHIPS 


Property 

(a) 

1.  Sutter  Club 

2.  Stanford  Home 

3.  Antonina's  Restaurant 

4.  Apartment  house 

5.  El  Mirador  Hotel  and  adjacent 
parcel  to  the  west  of  the  hotel 

6.  Church  and  expansion  area  to 


the  south  of  it 
CSEA  Building 
City  park 


Location 
(b) 

9th  Street  and  Capitol  Avenue 

8th  and  N  Streets 
7  th  and  O  Streets 
1 1th  and  N  Streets 
1 3th  and  N  Streets 

1 3th  and  N  Streets 


11th  and  O  Streets 

The  block  bounded  by  9th,  10th, 
P,  and  Q  Streets 

9.  City  park  The  block  bounded  by  15th,  16th, 

P,  and  Q  Streets 

Note;  Because  the  original  site  proposed  in  the  Plan  for  the  Governor's  Mansion 
was  altered  to  the  block  bounded  by  14th,  ISth,  N,  and  O  Streets,  the  apartment 
house  at  14th  and  N  Streets  which  was  originally  scheduled  to  remain  has  been 
deleted  from  the  list  above  since  the  apartment  occupies  a  portion  of  the  current 
Mansion  site  and  will  have  to  be  acquired. 

Table  4  summarizes  the  distribution  of  ownerships  withii\ 
the  Capitol  Plan  area. 


TABLE  4.     LAND  CATEGORIES  IN  THE 
CAPITOL  PLAN  AREA 


Land  category 

(a) 


Total  gross  area.. 
Streets  and  alleys- 
Total  net  area 


In  state  ownership  or  funded 

To  remain  in  existing  private  or  public  ownerships.. 
Net  total  to  be  acquired  or  controlled 


201.47  acres 
57.53  acres 

143.94  acres 

71.38  acres 

8.82  acres 

63.74  acres 


B.  OWNERSHIPS 


The  63.74  acres  is  made  up  of  544  parcels  with  appro.ximately 
510  ownerships.  This  highly  fractured  ownership  pattern  raises 
serious  administrative  problems  for  the  State  because  of  the 
very  large  number  of  negotiations  and /or  condemnation  pro- 
cedures involved  in  any  program  of  acquisition.  The  same  frac- 
turing, however,  is  a  major  source  of  diJfficult>-  to  private  devel- 
opers who  would  seek  control  of  large  areas  for  large  and 
expensive  construction. 

C.  ZONING 

The  unowned  portions  of  the  plan  area  fall  into  four  land 
use  zoning  classifications:  Ml  (Industrial),  R5  (.Multiple  Resi- 
dential), C2  (Commercial),  and  C3  (Commercial).  The  north- 
em  portion  of  the  plan  area  overlaps  the  City  of  Sacramento's 
Capitol  Plan  and  Mall  Development  District. 

D.   ESTIAAATED  CURRENT  MARKET  VALUE 

Appraisers  from  the  Propert>-  Acquisition  Division  of  the  De- 
partment of  Finance  assembled  existing  appraisals  and  estimates 
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of  property  values  in  the  plan  area.  Some  of  these  estimates  came 
from  their  own  files  and  others  from  those  of  the  Division  of 
Highways.  These  records  were  supplemented  and  revised  by 
additional  estimates  based  upon  inspections  of  the  unowned 
properties.  While  less  precise  and  reliable  than  full  and  detailed 
appraisals,  these  estimates  provide  a  reasonable  approximation 
of  the  net  current  market  value  of  the  properties  to  be  acquired. 
This  approximation  is  $27,000,000-|30,000,000. 

E.  DIFFERENTIAL  APPRECIATION  RATES 

Because  of  differences  in  zoning,  differing  proximity  to  exist- 
ing commercial  development,  and  other  factors,  some  portions 
of  the  plan  area  can  be  expected  to  appreciate  in  value  more 
rapidly  than  others.  A  subcontractual  consulting  study  of  this 
problem  of  differential  appreciation  rates  was  undertaken  for 
the  consultants  by  Mr.  Haskell  Berry,  Jr.  Mr.  Berry's  conclu- 
sions were  confirmed  independently  by  the  office  of  the  assist- 
ant vice  president  of  the  Bank  of  America  in  Sacramento  and 
by  studies  by  the  Consultants. 

Map  2  shows,  with  some  generalization,  the  areas  of  the  plan 
expected  to  gain  in  value  at  different  rates.  It  should  be  noted 
that  the  estimate  that  differential  appreciation  will  occur  is  more 
reliable  than  the  estimates  of  the  exact  rates  at  ivhich  these  ap- 
preciations will  occur. 

Map  1  shows  existing  state  ownership,  properties  to  remain 
in  existing  ownerships,  and  those  parcels  eventually  to  be 
acquired;  further.  Map  1  shows  the  area  in  the  southwest  por- 
tion of  the  plan  area  which  overlaps  the  properties  in  Area  1, 
Project  4,  of  the  proposed  program  of  the  Sacramento  Re- 
development Agency. 

F.  THE  PLAN  AREA  AS  A  CITY  AND 
COUNTY  TAX  SOURCE 

Although  city  and  county  officials  offering  testimony  at  the 
September  7  hearing  on  Capitol  Plan  implementation  were  unan- 
imous on  the  point  that  potential  losses  in  assessed  valuation 


would  be  negligible  in  comparison  with  the  benefits  of  the  pro- 
posed planning  development  to  the  governments  involved,  it  is 
of  interest  to  note  what  the  current  local  tax  revenues  are  from 
the  unowned  lands.  Table  5  summarizes  this  information. 


TABLE  5.     LOCAL  TAX  IMPLICATIONS  OF  NONSTATE  LANDI 
IN  THE  CAPITOL  PLAN  AREA 


Jurisdiction 

in) 


Approximate 

assessed 

vahunion 

(b) 


Tax 

rate 

(c) 


Approximate 

current  tax 

revenue 

(d) 


Ratio  of  assessei 

valuation  in 

plan  area  to 

total  valuati 

(e) 


er 


City  of  Sacramento $4,400,000       $1.64         $72,200 

County  of  Sacramento       4,400,000         6.55         288,000 


1.06%  • 
.60% 


Basic  county  rate _ _ 

Sacramento-Volo  Port  District 

Sacramento-Yolo  Mosquito  Abatement  District... 

Sacramento  Unified  School  District  operations 

Sacramento  Unified  School  District  bonds 

American  River  flood  control 


$2.26 
.12 
.06 
3.28 
.83  _ 

.04  on  land  values  on 

$6.55  plus  .04  on  land  onljj 


G.  HISTORY  OF  RECENT  STATE  LAND  ACQUISITION 
IN  THE  CAPITOL  AREA 

Between  1947  and  1962,  and  in  the  general  area  of  the 
Capitol,  the  State  has  acquired  171  parcels  of  land  totahng  27.23 
acres.  These  purchases  totaled  14,7  30,000.  This  figure  represents 
only  net  moneys  paid  to  property  owners  and  does  not  include 
various  overhead  costs  such  as  appraisal  fees,  title  and  escrow 
costs,  salaries  and  overhead  of  state  employees  involved  in  nego- 
tiations and  condemnations,  etc.  These  overhead  costs  are  avail- 
able only  in  imperfect  form  and  only  for  a  few  recent  years. 
Historically  this  acquisition  program  averages  to  about  1.7  acres 
and  $500,000  per  year.  This  average  historical  rate  is  too  low 
to  serve  as  a  guide  to  future  budgeting. 

'  This  number  was  derived  by  dividing  the  assessed  valuation  of  the  nonstate  own- 
erships within  the  Capitol  Plan  area  b\'  the  total  assessed  valuation  of  the  old 
city,  Annex  1,  and  Annex  2  of  the  City  of  Sacramento. 
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V.  RECOMMENDED  LAND  ACQUISITION  STRATEGIES  AND  PROGRAMS 


A.  RISKS 

Threats  to  the  integrity  of  the  plan  will  be  nullified  or 
accepted  in  the  form  of  legislative  decisions  to  buy  or  not  to 
buy  specific  parcels  of  land.  These  decisions  might  be  made 
on  a  line  item  basis  or  on  the  basis  of  more  general  authoriza- 
tions and  appropriations  for  acquisitions  in  a  given  area.  These 
decisions  will  be  conditioned  by  at  least  the  following  con- 
siderations: 

1.  The  degree  to  which  the  parcels  in  question  can  be  put  to  immedi- 
ate use. 

2.  The  absolute  cost  of  the  land. 

3.  The   competing  demands   of  other  state   programs  for  available 
resources. 

The  first  consideration  can  be  structured  only  partially  to 
favor  the  implementation  of  the  plan.  It  is  unlikely,  for  ex- 
ample, that  the  plans  of  private  developers  will  focus  on  prop- 
erties which  coincidentally  have  a  high  priority  for  acquisition 
and  use  by  the  state.  If  the  plan  is  to  be  preserved,  it  may 
sometimes  be  necessary  to  purchase  properties  in  a  sequence 
determined  in  part  by  external  threats  rather  than  in  the  order 
of  a  five-year  contruction  program.  On  such  occasions,  there 
will  be  costs  of  guaranteeing  the  eventual  achievement  of  the 
plan  which  are  distinct  from  the  costs  of  meeting  proximate 
needs  for  land. 

Given  flexibility  and  willingness  to  accept  some  interim  in- 
convenience, it  may  often  be  possible  to  select  compromise 
sites  which  contribute  effectively  to  the  achievement  of  the 
plan  even  if  they  are  only  "fair"  in  their  service  to  current 
operating  relationships.  This  approach  has  the  form  of  locating 
a  new  building  on  a  site  ivhich  ivill  become  suitable  over  the 
years  rather  than  on  one  ivhich  is  most  suitable  at  the  moment. 
Such  decisions  are  necessarily  matters  of  judgment  made  case 
by  case. 

Because  of  the  likelihood  of  land  appreciation,  the  price  paid 
for  property  can  be  controlled  to  a  substantial  extent  by  deter- 


mining when  it  will  be  purchased.  Strategies  to  this  end  are 
a  major  element  in  this  section  of  the  study.  Basically,  it  is 
suggested  that  risks  to  the  plan  are  reduced  if  properties  can 
be  purchased  at  the  best  possible  prices.  Generally,  such  prices 
can  best  be  obtained  by  purchasing  first  those  parcels  which 
will  appreciate  most  rapidly.  If  it  is  assumed  that  all  parcels 
in  the  plan  area  will  be  needed  eventually,  then  it  makes  good 
sense  (other  things  equal)  to  acquire  the  land  in  a  sequence 
ivhich  will  minimize  total  costs. 

The  last  consideration  cited  in  the  list  above  will  always  be 
present;  there  will  always  be  less  money  to  spend  than  there 
are  programs  to  spend  it  on.  But  even  in  this  regard,  minimizing 
acquisition  costs  will  minimize  opportunit\'  costs  and  hence  gen- 
erate economies  in  interprogram  allocations. 

B.  CONSTRAINTS  ON  THE  RATE  OF 
LAND  ACQUISITION 

There  are  three  sources  of  major  constraints  on  the  speed 
with  which  the  land  can  be  acquired: 

1 .  Availability  of  legislative  appropriations  or  authorizations. 

2.  The  land  acquisition  process  itself. 

3.  Possible  legal  limitations  on  how  long  in  advance  of  specific  need 
lands  may  be  condemned. 

Clearly  the  first  restraint  can  be  relaxed  or  removed  by  legisla- 
tive decision.  Constraints  from  the  second  source  (i.e.,  proce- 
dures for  title  search,  appraisal,  negotiation,  condemnation,  trial, 
and  appeal)  can  be  relaxed  only  within  narrow  limits  and  only 
with  appreciable  overhead  costs  and  some  interference  with 
other  state  programs. 

The  Property  Acquisition  Division  of  the  Department  of 
Finance  has  provided  the  subcommittee  with  an  estimate  that, 
no  matter  how  many  men  are  assigned  to  a  land  acquisition  pro- 
gram, the  last  of  the  544  parcels  could  not  be  acquired  in  less 
than  five  years.  This  inelasticit>-  is  due  to  delays  imposed  by 
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crowded  court  calendars  and  to  the  fact  that  equity  to  property 
owners  is  jeopardized  by  the  participation  of  a  large  number  of 
different  appraisers  or  by  undue  pressure  from  negotiators.  This 
five-year  period  represents  the  shortest  total  period  in  which  all 
of  the  unowned  parcels  within  the  plan  area  might  be  acquired. 
It  establishes  an  inside  time  limit  to  policies  and  programs  which 
need  be  considered. 

Within  this  five-year  limitation,  the  assignment  of  additional 
state  staff  members  and/or  the  employment  of  consulting  ap- 
praisers and  negotiators  not  only  generates  different  levels  of 
overhead  costs  but  also  has  important  effects  upon  the  number 
of  parcels  which  can  be  acquired  in  any  year  of  the  acquisition 
program.  The  distribution  of  acquisitions  among  the  years  of 
the  program,  in  turn,  controls  the  effects  of  land  appreciation. 
On  the  basis  of  these  relationships  (i.e.,  of  staff  to  overhead  cost, 
of  staffing  to  acquisition  rates,  and  of  acquisition  rates  to  the 
effects  of  land  appreciation),  it  is  possible,  given  some  assump- 
tions on  acquisition  priorities  and  appreciation  rates,  to  rank  the 
alternatives  in  a  preference  order  based  on  economic  efficiency. 
In  the  subsequent  section,  the  necessary  assumptions  will  be 
stated  and  the  preference  order  calculated.  The  results  of  such 
calculations  have  been  summarized  above  in  Table  2. 

The  potential  severity  of  possible  legal  constraints  is  difficult 
to  estimate.  In  the  first  place,  their  application  would  come,  if 
at  all,  only  after  the  fact  of  the  initiation  of  eminent  domain 
proceedings.  Secondly,  the  courts  have  traditionally  affirmed  a 
wide  discretion  to  public  agencies  in  the  determination  of  loca- 
tions, areas,  and  time  schedules  for  land  acquisitions.  At  least  by 
implication,  the  courts  have  recognized  the  problem  of  rapidly 
appreciating  land  values  and  have  indicated  that  economic  fac- 
tors of  this  type  might  appropriately  be  taken  into  consideration 
when  scheduling  the  acquisition  of  lands  to  meet  less  than 
pro.ximate  public  needs.' 

Because  the  Legislative  Counsel's  Office  has  found  no  court 
decisions  bearing  precisely  on  the  question  of  how  far  in  ad- 
vance of  specific  needs  a  public  body  may  acquire  lands,  it  is 
not  possible  to  say  with  certainty  what  the  courts  might  say 


should  such  an  issue  be  raised.  Given  this  necessarv'  qualifica- 
tion, however,  it  is  the  opinion  of  the  Consultants  that  the  state's 
broad  powers  of  action  in  eminent  domain  are  adequate  to 
discourage  such  litigation  or  to  win  it  if  brought.  This  position 
could  possibly  be  made  stronger  if  specific  legislation  were 
enacted,  supplementary  to  the  adoption  of  the  Capitol  Plan, 
declaring  the  state's  interests  in  the  accomplishment  of  the  plan 
and  the  pubhc  values  involved  in  its  integrity. 

C.  OUTSIDE  TIME  LIMITS  ON  ACQUISITION 
PROGRAMS 

The  procedures  of  land  acquisition  set  an  inside  minimum 
time  limit  of  five  years  to  any  program  of  land  acquisition.  What 
is  the  nature  of  the  comparable  outside  limitation? 

The  Capitol  Plan  itself  suggests  that  all  lands  be  acquired 
within  20  years;  i.e.,  by  1980.  Although  no  reasons  are  given 
for  this  suggestion,  it  is  tempting  to  take  this  figure  as  an 
outside  limitation  because  of  its  source  and  because,  in  the 
consultants'  judgment,  and  on  economic  grounds,  any  period 
longer  than  this  would  almost  certainly  involve  appreciation 
costs  and  related  risks  far  beyond  those  that  need  be  accepted. 
On  common  sense  grounds,  it  can  be  seen  that  the  longer  por- 
tions of  the  plan  area  remain  in  private  ownership,  the  greater 
the  possibility  that  the  plan  will  be  compromised.  Reduction 
of  risk  is  aligned  with  speed  of  acquisition. 

If  the  implications  of  a  20-year  outside  limit  are  found,  upon 
analysis,  to  be  unacceptable,  this  limitation  can  be  shortened 
until  a  range  of  reasonable  programs  can  be  established  and 
alternatives  within  this  range  examined  and  evaluated  with  the 
more  favorable  of  them  recommended  for  adoption. 

'  In  Monterey  County  Flood  Control  and  Water  Conservation  District  v.  L.  V. 
Hughes,  et  al.,  the  Appellate  Court  held  that  a  condemnation  action  may  be 
judged  on  the  criteria  of  how  it  "cornbines  greatest  benefit  to  the  pubhc  with 
the  least  inconvenience  and  expense  to  the  condemning  party  and  property 
owner  consistent  with  such  benefit." 

Also,  from  the  same  source  "and  in  considering  the  question  of  necessity, 
the  court  may  consider  .  .  .  public  economic  considerations." 

These  citations  are  from  (166  Cal.  App.  2d  758,  761-762)  and  Advance  Calif. 
Appellate  Reports,  Vol.  201,  No.  1,  page  258. 
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To  estimate  the  effects  of  appreciation  in  land  costs  over  a 
20-year  period,  the  following  arbitrary  but  not  unreasonable 
assumptions  are  necessary: 

1.  Lands  within  the  plan  area  are  to  be  acquired  over  20  years  in 
increments  of  equal  initial  value. 

2.  Lands  within  the  plan  area  will  appreciate  at  an  average  overall 
rate  of  5  per  cent  per  year. 

3.  Possible  income  from  acquired  lands  is  ignored. 

4.  Opportunity  costs  are  not  considered. 

5.  The  current  market  value  of  the  total  of  unowned  parcels  within 
the  plan  area  is  taken  as  $29,500,000. 

6.  Overhead  costs  of  acquisition  are  equal  to  5  percent  of  current 
land  values. 

7.  None  of  the  funds  used  for  acquisition  or  overhead  are  borrowed 
and  subject  to  interest  payments. 

8.  The  unavoidable  overhead  costs  reflected  in  the  least  costly  pro- 
gram are  subtracted  from  the  penalties  associated  with  the  more 
costly  programs. 

On  the  basis  of  these  assumptions,  the  total  increment  of 
money  to  be  paid  out  over  a  20-year  period  for  the  effects  of  the 
5  per  cent  annual  appreciation  may  be  as  much  as  $21,500,000. 
This  figure  is  in  addition  to  the  price  to  be  paid  for  the  current 
market  value  of  the  land,  in  addition  to  $3,000,000  in  un- 
avoidable appreciation,  and  in  addition  to  overhead.  Table  2 
supplies  the  results  of  analogous  calculations  made  for  a  15 -year 
acquisition  program.  It  is  of  interest  that  the  last  increment  of 
land  to  be  acquired  during  the  20th  year  would  cost  $3,664,000, 
or  2.5  times  that  of  the  first  increment  purchased  for  $1,450,000. 
Given  the  hkelihood  of  such  a  premium,  and  given  the  oppor- 
tunity costs  associated  with  it,  it  seems  prudent  to  examine  the 
lower  costs  and  lower  risks  associated  with  more  rapid  acquisi- 
tion programs. 

D.  ALTERNATE  STRATEGIES  FOR   DETERMINING 
A  SEQUENCE  OF  ACQUISITION 

Two  strategies  are  suggested  to  determine  the  priority  of 
acquisition.  Those  lands  should  be  purchased  first  which 


1.  Are  expected  to  appreciate  in  value  most  rapidly,  or, 

2.  Are  needed  to  complete  a  compact  and  generally  rectangular  j)at- 
tem  of  state  ownership  adjacent  to  existing  state  properties. 

The  first  of  these  provides  some  assurance  of  minimum  costs 
over  the  period  required  for  the  eventual  completion  of  the 
plan.  The  second  strategy  provides  a  regular,  compact,  and 
contiguous  pattern  of  holdings  at  all  stages  of  the  acquisition 
program.  This  latter  assurance  is  a  valuable  hedge  against  end- 
ing up  with  uselessly  scattered  or  disconnected  parcels  under 
circumstances  where  the  policies  of  the  state  or  the  technical 
assumptions  of  the  plan  may  have  changed. 

Some  qualifications  are  required,  since  the  simple  application 
of  these  criteria  would  provide  insufficient  recognition  of  the 
necessity  and  value  of  case-by-case  administrative  judgment  in 
situations  where  special  circumstances  make  general  rules  an 
unreliable  guide.  The  most  important  of  these  qualifications  are 
cited  below. 

1.  Possible  exceptions  to  the  recommended  priorir\-  criteria  should  be 
considered  by  the  agency  administering  the  acquisition  program  in 
cases  where  a  parcel  with  an  otherwise  high  acquisition  priority  is 
judged  to  have  a  stable  value  not  susceptible  to  appreciation.  Chief 
among  such  exceptions  would  be  parcels  containing,  say,  moder- 
ately expensive  apartment  houses  or  other  situations  where  improve- 
ments are  quite  valuable  in  relation  to  the  land. 

2.  Purchases  of  opportunity  and  special  hardship  cases  should  be 
subject  to  case-by-case  administrative  decision.  Genuine  bargains 
should  not  be  passed  up  merely  because  they  occur  in  areas  of 
lower  priorit\';  neither  should  equitable  attentions  to  owners  be 
precluded  in  special  hardship  circumstances. 

3.  Given  changes  in  the  actual  design  of  the  plan  itself,  if  carried  out 
under  competent  auspices  and  duly  approved  by  the  Commission 
and  the  Legislature  as  amendments  to  the  plan,  it  may  become 
advisable  to  alter  the  priorities  of  specific  parcels  or  areas.  It  is 
not  likely  that  amendments  to  the  plan  will  invalidate  the  general 
strategic  recommendations. 

E.  SPECIFIC  PRIORITIES 

Maps  3  and  4  show  acquisition  priont>-  groups  based  on  the 
least  cost  and  the  hedge  strategy.  It  can  be  seen  that  the  least 
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cost  sequence  purchases  the  most  rapidly  appreciating  parcels 
first. 

I.  The  Least  Cost  Priority  Groups 

The  least  cost  priority  groups  have  the  following  charac- 
teristics and  accomplishments. 

Group  1.  Acquires  80  parcels  in  the  eight  blocks  estimated  to 
be  appreciating  in  excess  of  10  per  cent  per  year.  The 
estimated  current  market  value  of  parcels  in  this 
group  is  $9,700,000. 

Group  2.  Acquires  156  parcels  in  the  nine  next  most  rapidly 
appreciating  blocks;  i.e.,  those  within  the  5-9  per  cent 
per  year  range.  The  estimated  current  market  value 
of  these  parcels  is  $8,700,000. 

Group  3.  Acquires:  Sixteen  isolated  parcels  with  low  apprecia- 
tion rates  in  blocks  otherwise  owned  by 
the  state. 

Three  blocks  within  the  proposed  redevel- 
opment area. 

Two  blocks  bounded  bv  O,  P,   13  th  and 
15th. 

Group  3  acquisitions  total   134  parcels  in   10  blocks 
with  an  estimated  current  market  value  of  $5,500,000. 

Group  4.  Acquires  174  parcels  in  the  remaining  eight  blocks  in 
the  south-central  portions  of  the  plan  area.  These 
parcels  have  an  estimated  current  market  value  of 
$5,500,000. 

Within  each  group  and  for  the  purposes  of  calculating  the 
effects  of  appreciation,  parcels  or  whole  blocks  were 
arranged  in  order  of  decreasing  market  value. 

Although  a  precise  block  by  block  priority  order  was  neces- 
sary to  calculate  the  effects  of  alternative  programs  and  strategics 
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upon  appreciation  penalties,  it  is  not  suggested  that  actual  acqui- 
sition be  tied  precisely  to  the  same  sequence.  If  the  Legislature 
adopts  a  policy  establishing  priority  areas,  it  will  provide  the 
required  guidance  and  direction  to  the  Department  of  Finance 
which  should  then  have  leeway  to  make  specific  administra- 
tive determinations  on  the  small  scale  tactics  involved  in  which 
parcel,  group  of  parcels,  or  block  should  be  acquired  first 
within  a  priority  area.  In  some  cases  it  may  also  be  prudent  to 
defer  the  acquisition  of  specific  parcels  out  of  the  general  pri- 
ority order;  such  occasional  deviations  for  good  and  sufficient 
administrative  reasons  provide  the  administrative  flexibility 
required  to  get  the  maximum  value  from  a  relatively  inflexible 
overall  Legislative  strategy. 

In  many  specific  administrative  circumstances,  the  determina- 
tion of  detailed  priority  orders  among  blocks  and  among  par- 
cels should  be  based  (other  things  being  equal)  on  calculations 
designed  to  minimize  the  total  appreciation  penalties.  Such  cal- 
culations take  into  consideration  the  fact  that  the  absolute  value 
of  parcels  as  well  as  estimated  appreciation  rates  generate  effec- 
tive appreciation  penalties.  Such  refined  calculations  were  made 
during  this  study,  and  priority  orders  based  on  them  were 
compared  with  priority  orders  based  simply  upon  arranging 
parcels  within  priority  groups  in  decreasing  order  of  estimated 
value.  Given  the  rather  rough  assumptions  on  appreciation  rates, 
the  approximate  appraisal  estimates,  and  the  necessary  aggre- 
gation of  parcels  into  blocks,  the  two  methods  produced  no 
significant  differences  which  would  require  alteration  of  the 
basic  policy  recommendations. 

Since  approximate  methods  arc  inappropriate  for  making 
specific  administrative  decisions  on  acquisition  priorities,  the 
more  refined  methods  of  calculation  should  be  used  in  combina- 
tion with  a  wide  range  of  detailed  considerations  since  "other 
things"  are  seldom  equal  in  practice. 
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2.  The  Hedge  Priority  Groups 

The  hedge  priority  groups  have  the  following  characteristics 
and  accomplishments; 

Group  1.  Acquires  71  parcels  in  seven  blocks.  These  acquisi- 
tions complete  state  ownership  in  two  blocks  east  of 
the  Capitol  Park  and  in  blocks  in  the  southeast  part 
of  the  plan  area  near  the  site  of  the  proposed  new 
office  building.  The  site  of  the  Governor's  Mansion 
is  also  protected  by  these  acquisitions.  The  estimated 
current  market  value  of  these  parcels  is  $7,500,000. 

Group  2.  This  acquisition  group  contains  97  parcels  in  10  blocks 
worth  an  estimated  $7,600,000.  These  acquisitions 
complete  state  ownership  of  a  rectangle  bounded  by 
L,  P,  7th  and  16th  Streets. 

Group  3.  This  group  adds  four  rapidly  appreciating  blocks  east 
of  the  "inner  boundary"  established  at  the  conclusion 
of  Group  2  as  well  as  three  blocks  in  the  proposed 
redevelopment  area.  The  group  contains  139  parcels 
in  seven  blocks  with  an  estimated  current  market 
value  of  $6,400,000. 

Group  4.  Acquires  132  parcels  in  si.N  blocks  between  P  and  Q 
Streets.  These  parcels  have  an  estimated  current  mar- 
ket value  of  $4,600,000. 

Group  5.  Completes  acquisition  of  the  Capitol  Plan  area  by  the 
addition  of  105  parcels  in  the  five  blocks  which  form 
peninsulas  for  parking  structures  along  the  south  and 
east  boundaries  of  the  plan  area.  These  parcels  have 
an  estimated  current  market  value  of  $3,300,000. 

As  with  the  blocks  and  parcels  in  the  least  cost  sequence, 
those  in  the  hedge  sequence  were  arranged  in  order  of 
decreasing  value  for  the  purpose  of  computing  appreciation 
effects. 

F.  A  NOTE  ON  THE  PROPOSED 
REDEVELOPMENT  AREA 

It  can  be  noted  that  the  southwest  portion  of  the  Capitol 
Plan  area  overlaps  that  of  Project  4,  Area  1,  a  current  proposal 
of  the  Sacramento  Redevelopment  Agency.  At  this  time,  it  is 
not  known  whether  Housing  and  Home  Finance  will  approve 
the  Agency's  proposal,  nor  is  it  known  what  the  sale  price  of 
the  land  will  be  if  the  project  is  approved  and  the  land  acquired 


and  cleared.  Because  of  these  compound  uncertainties,  no  specific 
policies  are  recommended  in  regard  to  this  portion  of  the 
Capitol  Plan  since  nothing  in  the  recommendations  will  pre- 
clude the  purchase  of  these  properties  at  the  proper  time, 
from  whoever  then  owns  them. 

G.  ALTERNATIVE  ACQUISITION  PROGRAMS 

Three  crash  acquisition  programs  were  designed.  Each  com- 
pletes acquisitions  within  five  years  but  each  has  independent 
characteristics  with  respect  to: 

1.  Distribution  of  acquisitions  among  the  years. 

2.  Staffing  patterns. 

3.  Overhead  costs. 

4.  The  appreciation  effects  generated  whichever  priority  sequence  is 
considered. 

5.  The  impact  on  other,  on-going  state  programs." 

Table  6  on  page  34  summarizes  some  of  the  important  char- 
acteristics of  each  of  the  five-year  acquisition  programs.  These 
characterizations  are  also  summarized  on  page  14  in  Table  2. 

H.  OPTIMAL  PROGRAM  LENGTH 

Just  as  the  information  summarized  in  Table  6  permits  an 
evaluation  of  the  economic  and  other  aspects  of  alternative  five- 
year  acquisition  programs,  so  Table  2  on  page  14  introduces 
comparable  data  for  programs  of  10,  15,  and  20  years.  ^^  ith  the 
possible  exception  of  the  business-as-usual  10-year  program,  the 
long-term  programs  are  clearly  uneconomic,  overly  risk>-,  and 
worthy  of  consideration  only  if  the  cash  flow  requirements  of 
the  shorter  programs  cannot  be  met.  Table  7  simimarizes  the 
projected  cash  flow  requirements  associated  with  5-  and  10-year 
acquisition  programs. 

'The  Property  Acquisition  Division  of  the  Department  of  Finance  currendy  con- 
ducts direct  negotiations  and  other  phases  of  land  acquisition  for  the  Depart- 
ment of  iMotor  \'ehicles.  the  Department  of  Emplo>Tnent,  the  Di\Tsion  of 
Forestry,  and  the  Department  of  Fish  and  Game.  The  Division  is  involved  in 
indirect  and  review  serv  ices  for  the  Department  of  Beaches  and  Parks  and  for 
the  Department  of  Water  Resources.  In  addition,  the  staff  of  the  Division  has 
responsibilities  for  the  appraisal,  administration,  and  sale  of  surplus  state  prop- 
erties. The  average  work  load  of  the  Division  has  been  running  at  the  rate  of 
5 '1-6  million  dollars  and  150-200  acquisitions  per  year.  This  productivir}-  is 
based  on  a  professional  staff  of  15. 
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TABLE  6.     CHARACTERISTICS  OF  ALTERNATIVE  FIVE-YEAR  ACQUISITION   PROGRAMS 


T 

Program  No.  3 

staff  crash 

id) 


I  Characteristics 


Program  No.  1 

super  crash 

<b) 


Program  No.  7 

contractor  crash 

(c) 


Appraisal 


Negotiadoti 


20  men— staff  and     6-8  contract 
contractors  appraisers 


20  men— staff  and    6-8  contract 
contractors  negotiators 


Percentage  of 
parcels  acquired 
by: 

(a)  Negotia- 
tion 

(b)  Condem- 
nation 
and  set- 
tlement 

(c)  Trial 
Administration 


40  percent 

40  percent 

20  percent 

Serious  problems 
of  control,  co- 
ordination, and 
assurance  of 
uniformity 


60  percent 

30  percent 
10  percent 


Minimum  use  of  contract 
staff  and  maximum  use  of 
state  staff  including 
highways 

Use  of  Department  of  Fi- 
nance and  Division  of 
Highways  staff  as 
required 


70  percent 


25  percent 
5  percent 


Increases  super-       Greater  sensitivity  to  sen- 
visory  work,  but     sitivity    of    owners    since 
eliminates  difficult  slate  employees  only 
recruiting  and  would  be  involved  in 

training  problems    negotiations 


Impact  on  other 

state  programs      Maximum 


Differential  in- 
cremental over- 
head costs 


Least  cost— 

5325,000 

Hedge-$707,000 


Moderate 

Least  cost— 

$457,000 

Hedge-$543,000 


Substantial 

Least  cost— SO 
Hedge-S419,000 


Other  aspects        Weak  bargaining     Maximum  use  of     Imposes  special  burdens 


power  in  dealing 
with  contractors 
since  no  large 
"package"  of  work 
could  be  awarded 
to  any  one  firm 


outside  contract 
professionals 


on  staff  "borrowed"  from 
Division    of   Highways 
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TABLE  7.     PROJECTED  CASH  FLOW  REQUIREMENTS  FOR 

ALTERNATIVE  5-  AND   10-YEAR  LAND  ACQUISITION 

PROGRAMS  (Amounts  Shown  in  Millions  of  Dollars) 


Strategies  and  programs 

Yearl 

Year  2 

rear} 

Year  4 

Year! 

Year  6 

Yearl 

Year! 

Year  9 

Year  10 

Totals 

(a) 

(b) 

(c) 

(d) 

(e) 

(V 

<g) 

(h) 

(i) 

(J) 

(k) 

(1) 

Least  cost  priorities 

No.  1  super  crash   

19.2 

7.8 

3.8 

2.4 

2.1 

35.325 

No.  2  contractor  crash  

14.4 

16.9 

1.9 

1.1 

1.2 

35.457 

No.  3  staff  crash 

13.4 

16.5 

2.9 

1.0 

1.2 

35.000 

10.4 

6.9 

4.3 

3.4 

2.6 

2.9 

2.3 

1.8 

1.7 

0.6 

36.941 

Hedge  priorities 
No.  1  super  crash    -— 

19.4 

8.7 

2.4 

2.9 

2.3 

35.707 

No.  2  contractor  crash    

13.6 

16.8 

1.9 

2.0 

1.2 

35.543 

No.  3  staff  crash   . 

UA 

17.0 

2.8 

2.0 

1.2 

35.419 

No.  4  10-year  program    

8.4 

7.3 

7.4 

3.3 

1.8 

2.3 

1.7 

2.5 

2.5 

1.3 

38.537 

Notes: 

'■'  Projected  cash  flow  calculations  include  prorated  overhead  and  estimated  land  appreciation  effects. 

""  The  effects  of  possible  borrowing  were  not  calculated. 

'"  As  explained  in  the  te.xt,  the  IS-  and  20-year  acquisition  programs  involve  prohibitive  risks  and  appreciation  penalties;  accordingly,  detailed  cash  flow  proiectioiis  were  not 
calculated  for  these  alternatives.  Generally,  the  annual  cash  requirements  of  these  programs  start  in  the  range  of  $3,000,000  and  increase  to  the  range  of  $7,000,000  during 
the  14th  and  15th  years.  The  20-year  programs  start  at  about  $2,600,000  and  increase  to  about  $6,000,000  assuming  in  both  cases  that  purchase  are  based  on  equal  initial 
dollar  value. 


I.  FINANCING 

Since  it  is  likely  that  borrowing  might  have  a  clear  economic 
justification  only  with  regard  to  the  $9,700,000  worth  of  prop- 
erties estimated  to  be  appreciating  faster  than  10  per  cent  per 
year,  moneys  for  the  remaining  parcels  can  reasonably  be  ob- 
tained only  from  some  or  all  of  the  following  sources: 

1.  General  Fund. 

2.  Income  from  pooled  parking  revenues. 


3.  Sources  of  borrowing  with  low  interest  rates  for  parcek  in  the 
medium  appreciation  rate  group  contingent  upon  results  of  more 
refined  studies  of  overhead  cost  and  probable  appreciation  rates.' 
The  School  Land  Fund  may  be  such  a  source  since  its  average 
earnings  are  only  3.15  per  cent. 

Revolving  funds  seem  inappropriate  as  financing  structtires 
since  the  income  sources  which  might  make  them  resolve  are 

*  Appendi.x  D   contains  a  suggested   pan  of  a  method  for  testing  the  economic 
prudence  of  borrowing  to  buy  land. 
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small,  uncertain,  and  remote  in  cases  where  they  would  derive 
from  appropriations  for  specific  construction  projects. 

If  the  Legislature  authorizes  and  funds  the  acquisition  of  land 
in  the  relatively  large  areas  represented  by  the  suggested  acquisi- 
tion groups,  there  will  be  in  any  year  enough  money  to  purchase 
substantial  portions  of  the  authorized  area  and  also  a  running 
surplus  of  money  unspent  because  of  delays  in  negotiations  or 
condemnation.  If  the  Department  of  Finance  were  authorized  to 
use  such  temporarily  surplus  moneys  for  purchases  of  opportu- 
nity outside  of  the  specifically  authorized  priority  area,  it  would 
provide  sufficient  flexibility  to  deal  with  occasional  threats,  bar- 


gains, or  hardship  cases.  Unspent  balances  would  be  carried  for- 
ward as  is  usual,  and  short  term  deficits  made  up  annually  to 
provide  authorizations  in  balance  with  projected  cash  flow 
requirements. 

An  alternative  method  for  funding  emergency  acquisitions 
to  prevent  major  private  development  contrary  to  the  plan 
would  be  the  appropriation  of  a  separate  contingency  fund  of, 
say,  1.5-2  million  dollars  to  be  used  for  the  occasional  acquisi- 
tion of  properties  outside  the  normal  priority  schedule  in  cases 
where  failure  to  acquire  would  involve  a  serious  compromise  to 
the  plan. 
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APPENDIX  B 
Membership  of  the  Capitol  Building  and  Planning  Commission 


Albert  M.  Dreyfuss,  Chairman 
John  F.  Downey,  Vice  Chairman 
Mrs.  Lawrence  Biucher 
Robert  B.  Bradford 
Wilbur  F.  Brand,  Jr. 


Keith  W.  Lamb 
Warner  L.  Marsh 
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APPENDIX  C 

Reprint  of  the  Technical  Assumptions  From  the 
California  State  Capitol  Plan 


Notes: 

1.  Source 

The  table  reprinted  on  page  40  was  taken  from  Appendix  4  of  the 
report  California  State  Capitol  Plan. 

2.  Projected  Space  Requirements 

The  number  of  employees  in  the  Capitol  area  is  expected  to  increase 
at  a  rate  of  approximately  650  per  year.  Current  planning  standards 
imply  a  ratio  of  220  gross  square  feet  of  building  area  per  employee. 
This  figure  includes  not  only  ofRce  space  but  the  other  categories 
cited.  These  growth  assumptions  and  space  standards  jointly  imply 


that  space  requirements  may  increase  at  a  rate  of  140,000  gross  square 
feet  per  year. 

Parking  Requirements 

Parking  space  requirements  are  currently  projected  on  the  basis  of 
37  spaces  per  100  employees  in  the  Capitol  area;  special  allowances 
are  then  made  for  visitor  and  service  parking.  These  projections  are 
equivalent  to  a  need  for  240  new  spaces  per  year  or  to  1.7  acres  of 
surface  parking  per  year.  In  addition  to  these  projections,  there  is 
current  shortage  of  spaces  measured  by  the  1,300  names  on  waiting 
lists  for  parking  spaces  in  surface  lots  near  the  Capitol.  This  backlog 
is  equivalent  to  about  nine  acres  of  surface  parking. 
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APPENDIX  C— Continued 

STATE  SPACE  REQUIREMENTS  IN   CENTRAL  SACRAMENTO,   1960-2000 


Central  area  employment  (persons) 

Net  general  office  space 

Net  square  feet  per  employee.  _ 

Cafeterias 

Net  square  feet  per  employee 

Assembly  rooms 

Net  square  feet  per  employee 

Storage  and  shops 

Net  square  feet  per  employee 

Records  storage  (archives) 

State  historical  museum 

Governor's  residence 

Governor's  office 

Lieutenant  governor's  office 

Legislature 

Press 

Library 

Cou  rts 

Supreme  court 

Total  net  space,  square  feet 

Total  gross  space,  square  feet' 

Land,  gross  square  feet' 

Net  acres ' 

Capitol  Park,  open  portion,  acres 

Total  net  acres _ 

Blocks" _ 

Employees'  parking  spaces  (all-day)  ' 

Business  visitors'  parking  spaces  (short-term) 


■  Estimate  by  Staff  Co-ordinator,  Capitol  Building  and  Planning  Commission. 
'  Proiection  by  Staff  Co-ordinator,  Capitol  Building  and  Planning  Commission. 
'  Based  on  increase  in  direct  ratio  svith  state  population. 

'  Based  on  Division  of  Beaches  and  Parks  recommendation  to  convert  Office  Build- 
ing No.  I  (98,180  square  feet  net)  to  museum. 
•  Ba.scd  on  Division  of  Architecture  report,  recommending  9,000  square  feet  gross. 
'  Based  on  doubling  present  area  by  2000. 
'  Space  now  occupied  in  San  Francisco. 
'  Based  on  doubling  1960  estimated  requirement  (40,000  square  feet)  by  2000. 


1960 


•15,660 


1,852,257 

118.28 

37,877 

2.42 

18,077 

1.15 

70,181 

4.48 

"51,165 

■1100,000 

7,732 

15,948 

1,501 

154,477 

4,277 

88,383 

11,450 

»32,500 

2,455,825 

3,494,035 

1,747,017 


40.1 
22.3 
62.4 
19.9 


5,724 
878 


1970 


"21,843 


2,621,160 

120.00 

52,860 

2.42 

25,120 

1.15 

97,857 

4.48 

'71,366 

"100,000 

'7,500 

'22,447 

«2,094 

'193,059 

'5,346 

'110,478 

'14,313 

''50,000 

3,373,601 

4,819,430 

2,409,715 


55.3 
22.3 
77.6 
24.7 


7,984 
1,228 


1980 


"28,180 


3,381,600 

120.00 

68,196 

2.42 

32,407 

1.15 

126,246 

4.48 

"92,071 

"100,000 

'7,500 

'28,698 

'2,701 

'231,671 

'6,415 

'132,575 

'17,175 

"60,000 

4,287,255 

6,124,650 

3,062,325 


70.3 
22.3 
92.6 
29.5 


1990 


"34,583 


4,149,960 

120.00 

83,691 

2.42 

39,770 

1.15 

154,932 

4.48 

'112,991 

■•100,000 

•7,500 

'35,219 

'3,315 

'270,283 

'7,484 

'154,671 

'20,038 

•'70,000 

5,209,854 

7,442,648 

3,721,324 


85.4 

22.3 

107.7 

34.3 


10,300 
1,584 


12,640 
1,944 


2000 


"41,598 


4,991,760 

120.00 

100,667 

2.42 

47,838 

1.15 

186,359 

4.48 

'135,911 

"100,000 

'7,500 

'42,363 

'3,987 

'308,894 

'8,554 

'176,766 

'22,900 

•■  80,000 

6,213,499 

8,876,427 

4,438,213 


101.9 
22.3 

124.2 
39.6 


15,204 
2,338 


'  Based  on  ratio  of  70  per  cent  net  to  gross  area. 

'  Based  on  floor  area  ratio  of  2:1  including  40  per  cent  of  Capitol  Park  containing 

buildings. 
'Assumes  50  per  cent  of  streets  will  be  closed;  one  block  including  half  of  street 

right-of-way  equals  3.14  acres. 
'  Based  on  continuation  of  current  conditions:  43  per  cent  of  employees  drive,  85 

per  cent  are  on  the  iob  on  a  typical  day. 
"'  Based  on  proiection  of  current  demand  during  legislative  session  in  direct  ratio 

with  state  population. 
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APPENDIX  C— Continued 

POSSIBLE  REDUCTIONS  IN   EMPLOYMENT  AND  PARKING  REQUIREMENTS  WITH   DECENTRALIZATION 


1960 


1970 


1980 


1990 


2000 


Employment 

Employee  parking 

Business  visitor  parking. 


-5,420 

-2,199 

-478 


-7,558 
-3,069 
-658 


-9,750 

-3,960 

-854 


-11,%3 
-4,860 
-1.044 


-14.393 
-5,844 
-1,258 


"Departments  and  boards  assumed  to  be  decentralized:  Employment,  Franchise  Tax  Board,  Industrial  Relations,  Insurance,  Motor  Vehicles,  Professional  and  V 
^^  Standards,  Social  Welfare,  Water  Resources,  Water  Rights  Board. 


ocatiouL 


APPENDIX  D 
A  Suggested  Test  of  the  Prudence  of  Borrowing  Money  to  Buy  Land 


Let:  Co  :=  estimated  land  cost 

R  =  interest  rate 

T  =  period  of  the  loan 

Co  ==  overhead  costs  of  land  acquisition 

A  =  estimated  rate  of  land  appreciation 

Y  =  the  number  of  years  prior  to  eventual  purchase 
over  which  appreciation  will  apply  if  land  is  not 
purchased  immediately 


Borrow  only  if 


C. 
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SECTION  VII  MAPS 


MAP    #1  STATE      CAPITOL     PLAN      AREA 

SHOWING     LAND     OWNERSHIPS 
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legend: 
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MAP    #2  STATE      CAPITOL     PLAN      AREA         -         SHOWING 

AREAS      OF      DIFFERENTIAL     APPRECIATION 
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legend: 
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MAP    #3  STATE      CAPITOL     PLAN      AREA         -         SHOWING 

PRIORITY      GROUPS       BASED      ON       LEAST     COST     STRATEGY 
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legend: 
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MAP    #4  STATE      CAPITOL     PLAN      AREA         -         SHOWING 

PRIORITY       GROUPS      BASED     ON      HEDGE      STRATEGY 
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